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RESOURCES 


Cash on Hand and Due from Banks. . .$158,254,020.62 
U. S. Government Securities.......... 168,900,786.66 
State and Municipal Securities........  64,397,043.41 
Other Bonds and Securities............ 5,167,034.32 
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Time Deposits...... 92,398,775.86 
Total Deposits . -$667,901,860.07 
Dividend Payable July 1, 1959 - 500,000.00 
Acceptances. , . 115,997.63 
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General Contingency Reserve........ 7,500,000.00 

Capital............+- 20,000,000.00 

Surplus ..--.- 20,000,000.00 

Undivided Profits.... 10,547,290.74 
Total Capital Funds cocceee 60,547,200.74 
Total. .........+.$%00,447,800.61 














United States Government Obligations and Other Securities carried at 
$46,906,645 are pledged to secure Public and Trust Deposits and for other 
purposes as required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


‘And there, 
ladies and 
gentlemen, 


is our story 
in a nutshell.”’ 





DIRECTORS 


EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Smith 
BURTON A. BRANNEN 
Senior Vice President 
WESLEY M. DIXON 
President, Container Corporction 
of America 
ROBERT W. GALVIN 
President, Motorola, Inc. 
DAVID GRAHAM 
Financial Vice President 
Standard Oil Company (Indiana) 
NORMAN W. HARRIS 
Room 2003, Harris Trust Bldg. 
STANLEY G. HARRIS 
Chairman, Executive Committee 
CHARLES C. JARCHOW 
Chairman of Board, 
American Steel Foundries 
WAYNE A. JOHNSTON 
President, Illinois Central Railroad 
WILLIAM V. KAHLER 
President 
Illinois Bell Telephone Company 
EDWIN A. LOCKE, JR. 
Prsgsident, Union Tank Car Company 
ERNEST S. MARSH 
President, The Atchison, Topeka and 
Santa Fe Railway Company 
JOHN L. McCAFFREY 
Director 
International Harvester Company 
F. B. McCONNELL 
Chairman of Board 
Sears, Roebuck and Co. 
JAMES L. PALMER 
President, Marshall Field & Company 
WILLIAM A. PATTERSON 
President, United Air Lines, Inc. 
CHARLES H. PERCY 
President, Bell & Howell Company 
JOHN G. SEARLE 
President, G. D. Searle & Co. 
DONALD P. WELLES 
Senior Vice President 
FRANK H. WOODS 
President, Sahara Coal Company, Inc. 
KENNETH V. ZWIENER 
President 








Financial services for 


INDIVIDUALS ACTING AS FIDUCIARIES 


When a Fiduciary appoints Bankers Trust 
as Agent, the worry and details of security 
and real estate management and the exact- 
ing demands of record keeping are elimi- 
nated. 


Individuals acting as Executor, Adminis- 
trator, Trustee or Guardian—and their Coun- 
selors, Accountants or Advisors—benefit by 
all these unusually experienced services 
which are available in whole or part, as may 
be most helpful. 


@ Investment Advisory Service 
@ Safekeeping of Securities 


@ Collections of Dividends and Interest 

e Handling of Security Sales and Purchases 

@ Stock Transfers 

e Maintenance of Complete Estate, Trust and 
Income Tax Records 

@ Real Estate Management and Mortgage 
Servicing 

e@ Depositary under Court Order 


You are invited to write or telephone our 
Trust Department for full information, with- 
out obligation. Please ask for our printed 
outline of the services we render as agent for 
individual executors. 
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16 Wall Street, New York 15, N.Y. 
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RESOURCES 
Cagis ema Time from Banks................00.00::; $ 655,236,328.29 
United States Government Obligations............ 592,946,952.66 
Other Bonds and Securities...................... 187,405,981.93 
ca ue env eadecsecden 1,179,574,573.00 
Stock in Federal Reserve Bank................... 6,750,000.00 
Customers’ Liability on Acceptances................ 9,762,347.24 
Income Accrued but Not Collected............... 9,906,231.81 
es SRS ON os i ara dé a aR aa 6,750,000.00 
EE I re ee eae $2,648,332,414.93 
LIABILITIES 
a a he ca atc igs ae ck vob wiaeaiee $2,349,177,291.33 
Dh iki it on beige ells a ee AG ack A 9,762,347.24 
Dividend Payable, August 3, 1959................ 3,000,000.00 
Reserves for Taxes, Interest, and Expenses........ 9,556,836.28 
Baemerwe Sor (omtemmemcies. ... ce ccc 10,000,000.00 
Income Collected but Not Earned................ 2,883,591.42 
10 6S ig ate Sa ee ae ie Ae $2,384,380,066.27 
CAPITAL ACCOUNTS 
Capital Stock (3,000,000 shares. Par value $334) .........- $ 100,000,000.00 
I Ok Rahithe bol ole Baw kG ake ee ee KOR 125,000,000.00 
i i a ee 38,952,348.66 
ee $ 263,952,348.66 
Total Liabilities and Capital Accounts........ $2,648,332,414.93 
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public and trust deposits and for other purposes as required or permitted by law. 
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Cover Picture . . 


. Amsterdam harbor, il- 
lustrative of the expanding business life of 
European countries since their recovery from 
the effects of World War II. With extensive 
overseas holdings — even since the inde- 
pendence of Indonesia — the Netherlands 
is strong in both production and trade. 
Rotterdam, rebuilt since the war, ranks first 
(Am- 
sterdam is the capital, even though The 


in tonnage among European ports. 


Hague is the seat of government). America’s 
problems and opportunities in world trade 
are summarized in part in the excerpts 
from corporation reports published in this 
and subsequent issues. For an account of 
trust business under Dutch law see the 
August, 1958, issue at page 743. 
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Case for Income 


George Barclay’s column in the June 
issue (p. 617) on Equity Holdings in 
Trusts was certainly very timely. | am 
pleased to see that someone is willing to 
plead the cause of the income benefici- 
aries, particularly when all sights seem 
to be on appreciation. 

I was so perturbed after the Mid-Win- 
ter Trust Conference in February that I 
wrote Joseph Wolfe of my displeasure of 
the disregard of the Panel of their duty 
to produce a reasonable income for the 
beneficiaries (see T&E, March, p. 210). 
Therefore, I was indeed happy to see this 
article in print expressing the same con- 
cern. 


Thomas L. Ralph 
Vice President . 


Fidelity-Philadelphia Trust Co. 


Family Trust Flood 


I thought you might be interested to 
know that the article in TRUsTs AND Es- 
TATES for May on “The Family Trust” 
brought us a small flood of letters from 
all over the country with requests for 
forms and further information. 

Reginald C. Short 
Vice President & Trust Officer 
The Bank of Virginia 
Richmond 


Finest Seminar 


Thank you for arranging the most in- 
teresting and pleasant meeting with Mr. 
Osborne, President of Olin Mathieson 
Chemical Corporation (for report see 
p. 650). I can say without reservation 
that this was one of the finest Seminars 
of its kind that I have ever had the 
honor of attending — it was very worth- 
while. 


D. W. Measuroll 
Vice President 


First Pennsylvania Banking & Trust Co. 
Philadelphia 


645 














THE BILLIONS INVESTED ABROAD BY U.S. 
companies since World War II, with profits 
from accelerating foreign operations re- 
invested, are positive signs that busi- 
nessmen here, as well as overseas, antici- 
pate a growth that may equal that experi- 
enced by the United States during the past 
hundred years, but compressed into a far 
shorter period. There are calculated 
risks, both as to profits and politics, 
war and peace, but they are helping to 
build a great bulwark against Communism 
and Russia's trade war as well as take ad- 
vantage of market opportunities in the ex- 
panding economies of the Free World. To 
aid investors in seeing what U.S. com- 
panies are doing in this field, and to 
compare their prospects with those confin- 
ing activities to domestic production or 
marketing, the review of Foreign Opera- 
tions is continued at p. 685. 


THE INCREASING FREQUENCY OF STOCK SPLITS 
and stock dividends makes especially time- 
ly the analysis (at p. 655) of recent de- 
cisions applying the so-called Pennsyl- 
vania (majority) rule on allocation be- 
tween life tenant and trust remaindermen 
of distributions by General Electric, Gulf 
Oil, and Insurance Company of North 
America. 


"INVESTMENT SCIENTISTS" may become the 
next addition to the staffs of the na- 
tion's larger banks, and perhaps to some 
leading investment firms. Developments in 
Electronics, Nucleonics, Astronautics and 
other new fields of industrial conquest 
cannot always be adequately assayed by the 
security analyst alone. It is becoming 
more difficult to know what phases of 
Electrodynamics are a good investment bet, 
or whether expenditures for solid-fuel re- 
search may pay off in volume markets — 
and when......-No sooner had the studious 
investment officer mastered the basics of 
the oil industry than he was confronted 
with a whole new area of Petrochemicals. 
In order to appraise commercial prospects 
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for the maker of radio-isSotopes and equip- 
ment it is not enough to study The Record 
or The Trends. There hasn't been enough 
practical history and application to gauge 
the investment risk or potential, while 
the pace of technical obsolescence has 
made many a product as valuable as yester- 
day's newSpaper......7o really "protect" 
investments in a great many industries it 
is going to be necessary to have — in 
major correspondent banks and trust de- 
partments — men who "know the language" 

of physics, electronics, Specialized chen- 
istries and so on. What advantages are 
inherent in "lightweight" heat exchangers, 
what are the markets for ionization equip- 
ment or spectrographic plates? Millions 
of corporate dollars are being poured into 
R&D in these and other new fields....... 
Banks may well give thought to employing 
scientifically trained men to work in con- 
junction with their analysts, and plan 
ways to keep them up-to-date through uni- 
versity courses. The president of United 
Aircraft recently told stockholders that 
with the extremely rapid rate of technical 
changes, the new engineer or scientist can 
expect to live through at least three pro- 
duction revolutions. Further, the company 
has a joint program with several colleges 
in which over 400 employees are improving 
and up-dating their basic science knowl- 
edge. If hard-headed industrialists think 
that a good investment, it is a good indi- 
cation of its potential importance to the 
financial world. 


OLIN MATHIESON'S CORPORATE REMAKING has 
eliminated over-diversification by con- 
Solidation of all activities into six 
major divisions. President Osborne dis- 
cusses current streamlined operations and 
future prospects in the Investment Seminar 
Report. (see p. 650) 


"INVESTORS EXPLORE OUTER SPACE." Such 
might well be the headline for Indepen<- 
ence Day financial papers. Successive mew 
Stock-market highs — on averages — are 
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cause for concern to conservative, and 
particularly to fiduciary, investors. Some 
"slamour" stocks are unquestionably priced 
far out of range of any reasonable yield 
for years to come, but perhaps many too- 
blue chips have also been over-glamour- 
ized as being sure bets for the same rate 
of profit progress. Pension and other 
funds are not necessarily committed in- 
definitely to their present high ratio of 
equity holdings, and a scaling down of 
institutional portfolios to more "normal" 
ratios might have an unsettling — albeit 
healthy — effect, as would a lessening of 
inflationary pressures. Much of the bored 
money that went into the stock markets 

for adventure seems likely to get it: 
roller-coaster style. Then again we may 
have to revise our historic ideas about 
the relationship of bond and stock yields. 
In either event, investment know-how and 
selectivity will make the real difference 
between good and bad results, just as it 
does in industry. 


"HYDRAMATIC UNEMPLOYMENT" is the term 
to describe a major weakness in the pres-= 
ent economy. Since 1953, when General 
Motors, followed by Ford and Chrysler, 
failed to hold the line against inflation- 
ary wage increases, the spiral has per- 
meated our industrial pattern and has 
brought the auto industry, in particular, 
to the point of diminished returns. The 
unwillingness of both management and labor 
unions to face the nation's best interest 
has brought production and employment cut- 
backs right along the factory line. 
Neither party would shift gears but de- 
pended on an "automatic" speed-up of the 
economy to keep in high......To compound 
the problem they added a variety of tail- 
plane-and fish-fins, semaphore lights and 
other expensive gadgetry, and raised 
prices. AS a result, even with average 
1958 factory wages 157% of those ruling 
ten years before, it required more work 
hours to buy an auto, though an average 
house, washing machine, wool suit, plane 
trip or food item could be bought with 
fewer hours in '58, according to a study 
by the International Association of 
Mechinists......As a bellwether of Amer- 
ican industry with a host of other lines 
directly dependent upon it and the rest of 
the economy indirectly affected, automo- 
tive management and unions have the option 
of aiding or impeding prosperity, not only 
at the bargaining table but in better 
Yor<manship all along the line. Foreign 
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Hubenthal in Los Angeles Examiner 





cars are gaining popularity through more 
sensible and economical engineering and 
pricing as well as performance and careful 
workmanship, a combination so far chal- 
lenged mainly by American Motors and 
Studebaker. The Big Three now know there 
is a sure relationship to which costs and 
prices must adjust; perhaps more union 
leaders too will have the courage to shift 
gears before they wear out the over-drive. 
After all, the public has a consumer vote 
as well as a political one. 


STOCK OWNERSHIP AS REPORTED IN THE PRESS 
OR BY OPERATIONS is often by classifica- 
tions which leave much to be desired and 
may even be misleading. Naturally "Indi- 
viduals" comprise the largest group of 
Stockholders. The important question is: 
who selects or manages the investments? 
Where personal portfolios are held by 
banks as custodian or advisor, certifi- 
cates may be held in individual or nominee 
names, yet corporations often report all 
such holdings under "Brokers & Nominees." 
Likewise, many reports carry Pension 
Trusts distinct from holdings of Trust In- 
Stitutions which manage them. If this is 
sound practice, then why not show the Per- 
sonal Trusts and Agencies as a subdivi- 
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Sion, too? Corporate offi- 
cials might well consider 
what they are interested in 
Showing, adopt more uniform 
terminology, and particular- 
ly distinguish nominee hold- 
ings of fiduciaries from 
brokers' certificates in 
"street name." The Horses- 
and=-Apples method of report- 
ing in the press tends to 
make meaningless such break- 


Trust majors in the class of 1959 at The Graduate School of Banking. 





downs in American share own- 
ership. (cf. p. 694) 


BILLS TO PREVENT CORPORATE FIDUCIARIES 
from acting as executor without represen- 
tation by independent counsel passed the 
Maryland legislature but were vetoed by 
Governor Tawes who commented that no need 
for such restrictive measures had been 
demonstrated. Shortly thereafter the Cor- 
porate Fiduciaries Association of Balti- 
more and the Bar Association entered into 
a new agreement implementing the existing 
Statement of Principles, and the view has 
been expressed in some quarters that the 
abortive legislative attempt may in the 
long run serve to improve the working re- 
lationships between the two groups. 


THE CORPORATE BOND SEGMENT accounted for 
$606 million in the combined portfolios of 
300 Common Trust Funds tabulated as of the 
fourth quarter 1958 valuation date. This 
represents an increase of $116 million 
compared with the 245 funds studied a year 
earlier. Total governmental holdings de- 
creased while growth generally favored the 
public utilities but the bonds newly pur- 
chased by the largest number of funds were 
Sears Roebuck and U.S. Steel (see p. 672). 


A REVISED INDEX OF MUTUAL FUNDS makes 
its appearance (p. 690) on the 10th anni- 
versary of its first publication. 


HOT WEATHER NOTES......-A really tired 
businessman bound for Chicago, awoke from 
dozing on the plane to see the blue Pacific 
below. Upon arrival in Honolulu the ex- 
planation: "I must have been sleepy and 
walked through the wrong gate at Burbank" 
eeeeee Tne new board chairman of Hupp Corp. 
turned down a proffered $110,000 a year 
bonus. Explanation: "The total of $152,000 
far exceeds my needs and my appetite." Mr. 
Ekblom suggested that its distribution to 
the 250 Key Club members "would be more 
Stimulating to the company and bring 
greater results to Hupp"......Miss Mary 
Long of the Trust Co. of Morris County 
(N. J.) told of handling an estate for a 
pet cat. Publicity upon its demise brought 
deposit of several others for bank cus- 
tody.....e-A missile containing 3000 let- 
ters, launched from a submarine 100 miles 
off shore, was guided to the air base at 
Jacksonville in a few minutes. Banks with- 
out launching pads may be passe for col- 
lection service by ‘'60.....-Goodies for 
the Space Age: cookies made of algae (such 
as the green scum on ponds) were a culin- 
ary hit at a medical convention. Good 
Space food as they reproduce from sunrays 
and CO. and give off oxygen in an airship 
eeeeeeA Surrogate Mother — a wood block 
covered with sponge rubber and terry cloth 
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These men will handle business and social arrangements for the stude 
when The Graduate School of Banking conducts its 1960 resident session on the campus 
of Rutgers—The State University, New Brunswick, New Jersey, next June. They are: 
(left to right) Lee R. Spence, vice president and trust officer, Deposit Guaranty Bank and 








and heated by a light bulb - 
proved an eminently satis- 
factory monkey-mother to 
baby monks who did not miss 
her lack of mammalian facil- 
ities — led the president of 
American Psychological Assn. 
and associates to question 
necessity of old-fashioned 
nursing as "a form of con- 
Spicuous consumption"...--«: 
Drive-Yourself Hertz' presi- 
dent sees the future car 





majoring in trusts 


Trust Co., Jackson, Miss.; Cleveland Thurber, Jr., assistant trust officer, Detroit Bank and 


Trust Co.; William W. Helms, assistant trust officer and assistant secretary, First Trust Co., 

St. Paul; ‘Donald W. Jurgemeyer, vice president and trust officer, Irwin Union Bank and 

Trust Co., Columbus, Ind.; and as chairman, B. Walton Turnbull, trust officer, State- 
Planters Bank of Commerce and Trusts, Richmond, Va. 
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electronically steered to 
destination, also atom-pow- 
ered trucks. 
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STATEMENT OF CONDITION, JUNE 30, 1959 











ASSETS 
Cash and Due from Banks . . $ 470,618,970 
Securities: 
U. S. Government Securities . 412,635,951 
Securities Issued or Underwritten 
by U. S. Government Agencies . 34,628,839 
Stock in Federal Reserve Bank . 3,347,100 
Other Securities... 9,677,923 
460,289,813 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or ite Agencies. . .. 1... 29,287,034 
Loans Secured by 
U. S. Government Securities . 53,772,211 
Other Loans. . 785,247,285 
868,306,530 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages ....... 16,795,906 
Conventional First Mortgages 
on Real Estate. .... nae 349,431 
17,145,337 
Banking Houses .........-. 16,535,973 
Customers’ Liability for 
Acceptances Outstanding .... 43,822,896 
Accrued Interest and 
Other Assets . 8,956,022 


Total Assets... . . $1,885,675,541 








LIABILITIES 








Deposits . oni ; . $1,677,146,752 
Taxes and Other a ' 13,642,980 
Dividend Payable July 1, 1959. 2,080,800 
Acceptances: Less Amount in 
i + + 6a ee mw ee a 46,108,922 
Other Liabilities . ‘ 7,252,666 
Total Liabilities . . 1,746,232,120 
CAPITAL ACCOUNTS 
Capital Stock (5,202,000 shares— $10 par) 52,020,000 
Surplus . p 59,550,000 
Undivided Profits 27,873,421 
Total Capital Aevenete. 139,443,421 





Total Liabilities and 


Capital Accounts. . $1,885,675,541 








U. S. Government Securities pledged to secure deposits of public 
monies and for other purposes required by law 
amounted to $90,341,599. 
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Working with isolated heart apparatus at 
Squibb Institute for Medical Research. 


NE OF THE MOST COURAGEOUS EPI- 
Ox in modern industrial history 
was enacted last year when the manage- 
ment of the highly variegated Olin Math- 
ieson organization wrote off nearly $30 
million across the board in extraordi- 
nary charges to prune a score of unre- 
lated or unproductive branches that had 
been sapping the strength of the corpo- 
rate tree. In one thorough house-cleaning, 
these inefficient, obsolete or conflicting 
activities were liquidated, sold or 
stopped in their tracks, in addition to 
absorption of heavy charge-offs of de- 
ferred or start-up expenses caused by 
the size as well as number of plants com- 
ing into production just last year in the 
three new fields: aluminum, high energy 
and nuclear fuels. 

These expensive divorce proceedings 
resulted from a searching reappraisal of 
the prospects of the many activities 
which had accumulated under the Olin 
and the Mathieson business families since 
their independent start in 1892 and 
merger in 1954, While a number were 
logical outgrowths of Olin’s original 
manufacture of blasting powder used in 
coal fields and Mathieson’s alkali proc- 
ess in paper and glass production, others 
had unrelated characteristics or had be- 
come obsolete. Among the activities 
liquidated were an insurance subsidiary, 
the flashlight, battery and roller-skate de- 
partments of the Winchester-Western di- 
vision, a high-cost nitrogen plant, a re- 
tail distributor of household products, 
irrigation equipment, and stock in a 
cosmetic company. 

To focus managerial attention on the 
main avenues with most future promise, 
the 17 assorted facilities were reorgan- 
ized into six major divisions; Chemical 
(approximately 35% of sales dollars), 
Packaging and Pharmaceutical—(18% 
each), Metals (12%), Arms and Am- 
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Remaking of a Corporate Empire 


Consolidation Replaces Over-Diversification 


TRUSTS AND EsTATES 20TH INVESTMENT SEMINAR 


Panel Interview with 


STANLEY DE J. OssBorne, President 
and WALTER F. O’CONNELL, Vice President (Finance) 


OLIN MATHIESON CHEMICAL CORPORATION 


munition (11%) and the new Energy 
division (about 6%). Obviously there is 
still plenty of diversification, both in 
products and in markets, industrial 
chemicals, for example, having multi-in- 
dustry applications. 

This major operation involved also 
sale of holdings in Reaction Motors and 
all but a minority interest in Marquardt 
Aircraft, where OM work in high-energy 
fuels might develop conflict; sale of pre- 
ferred shares of Olin Oil & Gas, of com- 
mon stockholdings in Helene Curtis In- 
dustries (acquired from sale of Squibb’s 
Lentheric division in 1956) and a minor- 
ity interest in F. H. McGraw & Co., a 
construction company. The aluminum 
fabrication business conducted as Hunter 
Engineering Co. was also sold, to allow 
more concentration on the manufacture 
of aluminum pig. 


Getting Started 


Although the largest part of start-up 
costs and substantial charge-offs of de- 
ferred pre-operating expenses were at- 
tributable to entrance of the Company 
into the aluminum industry, Mr. Osborne 
expressed optimism for aluminum as a 





View of panels from 
which all operations 
of high-energy fuel 
plant of Olin Mathie- 
son Chemical Corpora- 
tion are _ controlled. 
The Niagara Falls 
plant is the first in the 
United States to pro- 
duce high-energy fuels 
on a semi-commercial 
basis. 





product with increasing markets and as 
a producer of profits in the early “60s, 
with very happy prospects by about ’63. 
Capacity of 120,000 annual tons has now 
been reached, the fifth pot-line of Ormet 
Corp.’s smelter having gone into opera- 
tion the first of January, and when ihe 
rolling mill goes into full operation later 
in the year, OM will be the fourth largest 
fully-integrated factor in this field. 

It was not possible to foresee the seri- 
ous imbalance of supply and demand 
which depressed aluminum prices io 
more competitive levels with other 
metals, but this very factor has been help- 
ful in attracting more users and stimula- 
ting experimental work. Mr. Osborne 
stated the automobile field is one with 
great potential, particularly for engines, 
and especially adaptable for the smaller 
type cars. The construction industry, he 
believes, has only scratched the surface. 
as in wall siding for new construction 
and replacement. For canning it is not 
yet competitive with tin-plate except fo: 
special uses. As its structural values be- 
come more appreciated, it can become 
important in such special fields as hulls 
for boats, and it lends itself admirably to 
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air-conditioning units, and to an increas- 
ing variety of portable consumer prod- 
ucts. Most refrigerators today are using 
the OM Roll-Bond process for building 
tubing into the sheet-work and the prop- 
erties of aluminum also lend themselves 
to other heat-exchanger uses. OM stands 
to profit from this type of application as 
it holds basic patents for the process and 
sells the built-in tubed sheets as a mass 
fabricated product. 


New Name in Aluminum 


Olin Industries had been in the non- 
ferrous metals business since 1914, with 
the respected brass and copper name of 
Western Brass. In general, said Mr. Os- 
borne. business contacts in both brass 
and aluminum are similar and the deci- 
sion was therefore made to go into the 
aluminum industry—into the production 
of primary metal in conjunction with 
Revere Copper and Brass Incorporated 
under the name of Ormet Corporation 
(in which Olin Mathieson holds a two- 
thirds interest and Revere one-third) 
and into the production of mill products 
by Olin Mathieson’s own Metals Divi- 
sion. For Ormet it was necessary to build 
an alumina plant and a reduction plant, 
and for Olin Aluminum a rolling mill 
and other finishing facilities. It was a 
major undertaking . . . but one which 
OM management considers entirely just- 
ified by the growth prospects of the 
aluminum industry. 

Mr, Osborne explained the company’s 
interest in FRIA, the jointly-owned baux- 
ite property in West Africa, which will 
be its principal raw material source when 
exisiing higher-cost contracts in Dutch 


JuLy 1959 


Guiana expire. These reserves are very 
large and an ample supply of bauxite is 
assured for many years. 

Present operations are admittedly not 
showing much black ink but metal yields 
and quality are excellent, electric costs 
lower than expected and overall costs 
profitable relative to the price of pig. 
Messrs. Osborne and O’Connell abstained 
from forecasting profit margins for any 
division but asserted that, when in full 
swing, their results should be compar- 
able to other most competitive operations 
which earned about 10%-11% on sales. 
The company is writing off 5 cents a 
pound of rapid depreciation until 1963; 
when completed, this should represent 
about $12 million before taxes or about 
47 cents a share more than today. 


Management to the Fore 


Queried on the vital subject of men, 
management and methods, Mr. Osborne 


keep pace with the population rise and 
the trend to more leisure. Controlled 
shooting preserves, now number around 
1,200 and skeet and trap shooting are 
becoming more popular. Likewise 
handled by this division are powder-actu- 
ated Ramset tools and fasteners em- 
ployed in the construction industry to 
anchor fixtures on solid surfaces. 


Packaging — Major Expansion 
Field 

Packaging is the fastest-growing seg- 
ment of the paper industry. While it 
covers a lot of ground, OM apparently 
feels that its division has a unique posi- 
tion with its ability to “go all the way 
from the forest to the corrugated box 
and the grocery store bag,” to quote Mr. 
Osborne, who asserted that this is the 
only organization which can carton a 
product, wrap it in cellophane, place it 
in a corrugated box and furnish the bag 





On shores of Mississippi River at Burnside, La., approximately 30 miles below Baton Rouge, 


em 


is the massive $15,000,000 Burnside Bulk Marine Terminal, foreground, a public facility 
destined to make Baton Rouge one of the country’s top 10 deep-water ports. The $55,000,000 
Ormet Corporation alumina plant towers in the background. 


spoke admiringly of the caliber of the 
management team and asserted that 
company policy is to have a successor 
for each man in the first three echelons. 
With one exception, promotions thus far 
have been from within and this is a 
policy so far as possible. Division man- 
agement is quite autonomous, but the 
top expenditure without reference is 
$25,000. Staff functions are handled on 
a basis of review and advice but without 
petty interference which causes friction 
with line officers. The idea of maximum 
responsibility in daily management with- 
in the framework of company policy is 
proving a good one, in Mr. Osborne’s 
opinion. 
Arms and Ammo 


While Mr. Osborne agreed that the 
Winchester-Wester division lacked the 
dynamism usually associated with 
growth industries, it is one which should 


for the shopper to carry it home. Besides 
these packs, it produces polyethylene 
films, multi-wall sacks, fine papers for 
printing and cigarettes and also lumber 
products in various forms, including 
hardwood flooring, plus treated lumber. 
Cartons are turned out on modern equip- 
ment to further broaden the product line. 
Management appears to rate its future 
prospects optimistically. Raw material 
sources for Olin Mathieson’s packaging 
operations are well safeguarded through 
the company’s ownership of 500,000 
acres of southern timberlands. . . 


Regarding statements that OM has no 
intention of buying or selling any busi- 
ness, Mr. Osborne explained that they 
would be more than willing to go into 
new chemicals or pharmaceutical lines, 
if this came about, for example, through 
orderly evolution resulting from their 
extensive research and development pro- 
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Artist’s conception of New Haven Metallurgical Research Laboratories, built by Olin 





Mathieson Chemical Corporation, which will combine laboratories and integrated pilot 
production plant. Facility will include a Metals Research Laboratories and a Nuclear Fuel 


Research Laboratories. Adjacent to pilot plant is five-story building 


(right) housing 


laboratories, model shops and offices of New Haven Metallurgical Laboratories. 


grams. They do not, however, wish to 
enter wholly different lines outside those 
now encompassed in the operating divi- 
sions. There is no truth whatever in re- 
current rumors of possible sale of the 
Squibb division, either. If a certain area 
in the six fields they now embrace could 
be developed more cheaply and quickly 
by purchase than by building, the former 
course might be adopted but they are 
definitely not seeking new fields to con- 
quer. 


Safeguarding the Future 


Research is naturally a most important 
activity, with an annual budget of over 
$25. million currently, of which more 
than half comes from OM funds, with 
the balance from Government primarily 
devoted to high energy fuels. The latter 
portion, according to Mr. Osborne, bears 
a divisor of two or three in terms of 
value to the company; for example, $10 
million of Government research money 
represents to OM perhaps $4-$5 million 
in keeping intact and active a very highly 
trained and experienced research group, 


besides giving the company commercial 
rights to any discoveries which fall out- 
side the area of government energy in- 
terest. Although there is slight chance of 
high energy fuels going into airline use 
in the immediate future, Mr. Osborne 
said that interesting possibilities might 
lie in boron chemistry and allied fields, 
where the company already has devel- 
oped the number one liquid fuel for air 
breathing engines. 

The major portion of the company’s 
own research budget goes to Squibb be- 
cause of the intensely competitive and 
obsoleting nature of the pharmaceutical 
industry. In practice nearly complete 
obsolescence occurs about once a decade, 
inasmuch as 50% of the Squibb line 
today was not in existence five years ago. 
Chemicals take the next rank, with stress 
on the organic area, heavy chemicals be- 
ing more stable and less subject to new 
developments. Because of the attractive 
growth potential in the packaging in- 
dustry, continuing efforts are made to 
remain competitive in a field which must 
always keep pace with or maybe a step 





Doe Run plant at Brandenburg, Ky., where Olin Mathieson manufactures organic chemicals. 
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ahead of, public demands for ease, clean- 
liness or convenience of handling. 


International Operations 


Manufacturing plants in 24 overseas 
countries and licensee arrangements and 
sales offices in practically every free na- 
tion give Olin Mathieson one of the 
largest foreign stakes of any American 
company. Squibb pharmaceuticals ac. 
count for the large majority of these 
operations, with paper and packaging 
products ranking second. 

Through close working arrangements 
between their own laboratories and 
plants and those of licensees, technical 
developments and distribution and pro- 
duction know-how are greatly stimulated 
and active exchange of findings in the 
areas of food, health and shelter through 
joint research has been very productive. 
Squibb laboratories everywhere are 
equipped for basic and applied medical 
research and company grants support 
special programs in Canada and nine 
other countries. Latin American cur- 
rency and import difficulties persist but 
production and sales again showed an 
increase in 1958. The Common Market 
should create a favorable climate for ex- 
pansion, both of company made products 
and those produced by foreign companies 
in which it holds minority interests and 
by licensees. Expansion of production 
and sales facilities continues in the 
pharmaceutical and paper lines, but a 
very promising market is also anticipated 
for aluminum as other countries broaden 
its uses into channels common in Amer- 
ica. Foreign production facilities will 
almost surely be inadequate to meet de- 
mand and this will assure adaptation to 
a better market for overseas production. 


Financial Aspects 


Olin Mathieson’s rapid 
through mergers and acquisitions during 
the current decade registered an upward 
sales trend which was not reflected in like 
degree in profits. This condition of sub- 
standard prosperity was not lost on the 
investment community which came to the 
conclusion that a drastic corporate over- 
hauling was in order, culminating in the 
bold management decisions outlined 
earlier. Now that operations have been 
realigned into what should be a more 
manageable mold, sentiment has changed 
radically for the better because of the 
estimated growth and profit potentials of 
at least five of the company’s six divi- 
sions. Not the smallest factor, also, iM 
the better feeling toward Olin’s future 
stems from the willingness of manage 


expansion 


(Continued on page 668) 
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Pandora’s Box Revisited 


Recent Decisions on Stock Apportionment Call for New Formula 


HIS ARTICLE, THE FIRST OF TWO 
ie will discuss certain aspects of 
the Pennsylvania case law rules (major- 
ity American rule) relating to the appor- 
tionment between principal and income 
of trustees’ receipts from stock, is direct- 
ed specifically to two cases recently de- 
cided by the Pennsylvania Supreme 
Court: Cunningham’s Estate, 395 Pa. 1 
(1959) and Harvey's Estate, 395 Pa. 62 
(1959). The second article will concern 
itself with certain trustee decision mak- 
ing problems in this Alice-In-Wonder- 
land world of quicksand-like principles 
and suggest pathways through the appor- 
tionment maze. 

Trustee apportionment decisions are 
related to the sale of trust held stock, to 
the sale or exercise of trust held stock 
rights and to the following type of cor- 
porate distribution: distributions in 
liquidation, stock dividends, so-called 
“stock splits,” dividends paid in the 
stock of another company, cash or script 
dividends, and, at times, distribution 
pursuant to corporate reorganization. 

The basic Pennsylvania non-statutory 
rule requires that where the settlor or 
testator has not specifically provided for 
distribution of apportionable items, the 
court will assume he intended the life 
tenant to receive corporate earnings 
which have accrued during the time 
which the trustee has held the security, 
assuming an apportionable event has oc- 
curred. It is not the intent of this article 
to delve into the minutia of these princi- 
ples and their application, but rather to 
assume the reader’s nodding acquain- 
tance. 

briefly, upon the happening of an 
apportionable event, the apportionment 
formula is intended to distribute to the 
life tenant retained earnings without im- 


*A.B., Amherst; LL.B., Harvard Law School, 
Member of the Philadelphia Firm of Zoob, Cohan 


& Matz, with practice essentially in the field of 
ova e planning and estate and trust administra- 
ion 
‘For those desiring a detailed study of the rule 
Johan and Dean, Legal, Tax and Accounting 
8} 


‘ts of Fiduciary Apportionment of Stock Pro- 
ceeds: The Non-Statutory Pennsylvania Rules, 106 
U. of Pa. L. Rev. 157 (1957); and Brigham, Allo- 
cation of Receipts of Shares Held in Trust, 85 U. 
of Pa. L. Rev. 358, 360. 
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pairing intact val- 
ue. Battle lines are 
drawn as to what 
constitutes an ap- 
portionable event, 
retained earnings 
(distributable) , in- 
tact value, valuing 
the quantum to be 
distributed and many other more eso- 
teric quandaries. 





Cunningham’s Estate: G.E. and 


Gulf Oil 


In the Cunningham case the court was 
called upon to decide whether the 1954 
General Electric 3 for 1 stock split and 
the 1951 Gulf Oil 100 per cent stock 
dividend constituted apportionable 
events. 


1. General Electric — In 1954 Gen- 
eral Electric “changed and converted” its 
common shares by exchanging the prior 
no par shares having a stated value of 
$6.25 per share, for new common shares 
with a par value of $5.00 per share and 
distributing three new shares for each 
old one. The company bottomed the 
$15.00 distribution by transferring $8.75 
from the earned surplus account to the 
capital stock account after writing down 
the stated value of the old no par shares 
from $6.75 to $5.00. This made avail- 
able $1.25 to be applied to the two new 
shares. The Orphans’ Court of Philadel- 
phia County sitting en banc held that 
the transaction constituted an apportion- 
able event and that the portion of the 
distribution mirroring a capitalization 
of the earned surplus was available for 
distribution to the life tenant. Upon re- 
view, the Pennsylvania Supreme Court 
held the transaction not to be an appor- 
tionable event. 


2. Gulf Oil — In 1951 Gulf Oil dis- 
tributed one additional share of com- 
mon stock for each share held and 
termed the transaction a “dividend.” 
Approximately 75% of the par value of 
the additional shares was based on a 
transfer of earned surplus to the capital 
stock account; the balance was trans- 


ferred from paid-in surplus to the capi- 
tal stock account. The Orphans’ Court 
held that the distribution constituted an 
apportionable event, referring to the fact 
that 75% of the par value of the shares 
distributed stemmed from a _ transfer 
from the earned surplus account. The 
Pennsylvania Supreme Court again held 
the distribution was not an apportion- 
able event. 

3. Observations — By holding that 
the foregoing were not apportionable 
events, the Court indicated its determina- 
tion to limit the range of the rule in view 
of the difficulty of application of its basic 
principle. A prime basis for this attitude 
was the fact that the adoption of the 
Uniform Principal and Income Act in 
Pennsylvania indicated that the public 
policy of Pennsylvania did not foster ex- 
pansion of the rule, but rather, a limita- 
tion. 

Although the courts have consistently 
expressed a concern for the life tenant 
as the primary object of the testator’s 
bounty, this decision restricted the life 
tenant’s ability to reach undistributed 
corporate earnings. It is of interest to 
note that the General Electric situation 
had previously been held to be an ap- 
portionable event by two courts which 
had applied the Pennsylvania Rule.? It 
is further interesting to note that the 
court’s decision pertaining to the Gulf 
Oil situation seems contrary to factual 
situations in prior case holdings. 

It is unfortunate that the Court did 
not delineate which stock dividends it 
now considers to be apportionable. It is 
not inconceivable that this limbo area 
will become a fertile field for contest. 
There would not seem to be too much 
risk for a trustee to distribute a percen- 
tage-wise small stock dividend based on 
the year’s current earnings or from 
earnings accruing during the trustee’s 
holding of the stock, or those dividends 
fully drawn from the earned surplus 

*See Soles v. Granger, 174 F. 2d 407 (3rd Cir. 
1949); In re Davis Estate, 128 N.Y.S. 2d 152 
(Surr. 1953); In re Fosdick’s Trust, 147 N.Y.S. 2d 
509 (Sup. Ct. 1955); In re Muller’s Estate, 145 


N.Y.S. 2d 283 (Surr. 1955); Matter of Sanford, 4 
Misc. 2d 487, 161 N.Y.S. 2d 507 (Surr. 1957). 


655 





t 
¢ 
; 
\ 
« 





account.* At least in Pennsylvania, a 
fiduciary would run substantial risk in 
apportioning gray area stock dividends 
without court review. 

Those supporting the Court’s decision 
state that the General Electric situation 
is not an apportionable event in view of 
Jones’ Estate* where the Court rejected 
arguments similar to those presented to 
sustain the General Electric situation as 
an apportionable event. Further, they 
argue that the precise issue presented in 
the General Electric situation had not 
previously been passed upon by the 
Supreme Court of Pennsylvania. Finally, 
they state that the difficulty of applying 
the Pennsylvania rule alone warrants re- 
strictions wherever possible. 

Those disagreeing with the decision 
hold that the Gulf Oil stock dividend is 
an apportionable event under prior case 
law factual situations and that a holding 
to the contrary merely adds to the con- 
fusion. They agree that a pure stock split 
based upon a mere further splintering of 
the shares, and not based upon any capi- 
talization of the earned surplus account, 
is not an apportionable event. But they 
state that where shares are issued sup- 
ported by a capitalization of earned sur- 
plus, earnings are “salted away” so that 
they are no longer available to the life 
tenant for potential distribution. Further, 
it would seem that the distribution quali- 
fies as an extra-ordinary dividend. 


The Court’s decision forthrightly 
stated that the four classical apportion- 
able events® are not limitations of appor- 
tionable events but mere examples. The 
Pennsylvania courts have held consis- 
tently that the Pennsylvania rule of ap- 
portionment creates vested rights and 
that public policy cannot restrict these 
rights in the form of a retroactive legis- 
lative enactment prescribing new laws of 
apportionment.® Yet, the decision seems 
to do just what the court specifically re- 
stricted the legislature from doing, re- 
stricting previously vested rights. 


In passing, the court indicated that the 
fiduciary is required to determine if the 
earned surplus is needed for expansion, 
cost of equipment, further contingencies 
and similar purposes prior to concluding 


’There is a question as to what the Court will do 
in that situation where an apportionable stock 
dividend was declared in which all of the distribu- 
tion was based on a transfer from the earned sur- 
plus account except 9/10 of 1%, which came from 
the capital surplus account. 

4377 Pa. 473 (1954). 

5(1) the distribution by the corporation of an 
extraordinary cash or stock dividend, or (2) the 
liquidation of the corporation, or (3) a sale of the 
stock by the trustees, or (4) the issuance of stock 
rights. 

®Warden Trust, 382 Pa., 115 A. 2d 159 (1955): 
Steele Estate, 8377 Pa. 250, 103 A. 2d 409 (1954): 
Crawford Estate, 362 Pa. 458, 67 A. 2d 124 (1949): 
Pew Trust, 362 Pa. 468, 67 A. 2d 129 (1949); Note, 
99 U. Pa. L. Rev. 864, 865 (1951). 
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that the funds are available for appor- 
tionment. If this is to be done it would 
be a further difficult burden for the trus- 
tee. The court stated that: 


“The Rule’s application requires that 
the fiduciary, upon the happening of 
an apportionable event, determine the 
sources from which distribution was 
made, whether such source consists of 
actual earnings, or profits of the cor- 
poration earmarked solely for distri- 
bution to stockholders and how much 
of said earnings or profits have ac- 
cumulated since the creation of the 
trust.” 


It is difficult to conceive a fiduciary be- 
ing able to delineate corporate accounts 
“earmarked solely for distribution to 
stockholders.” 


Harvey’s Estate: Insurance Shares 


1. Basic Decision — Here the Court 
held that in apportioning certain extra- 
ordinary dividends of the Insurance 
Company of North America and the Fire 
Association of Philadelphia, book value 
for decedent owned shares (not market 
value) is used as a basis to determine 
the number of shares to be held to pro- 
tect intact value. It is to be noted that in 
Pennsylvania the intact value for trustee 
purchased shares is market value and the 
intact value for decedent owned shares 
is book value. 

The Court further held that the num- 
ber of shares to be distributed, once 
determining that earnings are available 
for distribution, are divided on the basis 
of book value and not market value in a 
decedent owned share situation. Unreal- 
ized appreciation of the investment stock 
portfolio of the insurance company was 
not deemed to constitute “earnings”; al- 
though the unrealized appreciation of the 
stock investment portfolio was included 
in the calculations determining book 
value in order to protect the intact value 
and for purposes of computing values for 
distribution.‘ Realized gain on invest- 
ments do constitute earnings. Unearned 
premium reserves should be deducted in 
computing insurance stock book value. 
The Court determined the apportionment 
mechanics, as follows:§ 


“(1) the intact value of the stock 
held by the trustee on which the stock 
distribution was made must be de- 
termined; (2) the intact value must 
be divided by a value per share as- 
signed at the time of the apportion- 
able event to determine the number 
of shares which must be retained to 


7There is an open question as to the treatment 
of unrealized appreciation added to the earned sur- 
plus account in normal insurance company corpo- 
rate bookkeeping. 

SIt is to be noted that the mechanics as set forth 
do not restrict the amount apportionable to the 
earned surplus actually capitalized, although the 
dissent indicates such a restriction. 


protect the intact value; (3) if intact 
value is protected, and additiona] 
shares remain, the dollar amount to 
which the life tenant is entitled must 
be determined, that is the amount of 
earnings accumulated and_ undis- 
tributed by the corporation since the 
acquisition of the stock by the trust 
or the death of the settlor; (4) the 
value per share to be divided into this 
amount must then be ascertained to 
determine the number of shares to 
which the life tenant is entitled; (5) 
any shares remaining after this calcu- 
lation are retained in principal.” 


2. Observations — It is difficult to 
delineate the range of the principle that 
unrealized appreciation in asset value 
must be included as a factor in certain 
book value calculations. The Court 
stated: 


“No hard and fast rule can or should 
be promulgated to the effect that the 
unrealized appreciation of a corpora- 
tion’s assets should be considered in 
determining the book value of that 
corporation’s stock In every instance; 
in large measure, each factual situa- 
tion must be considered sui generis. 
If the enhanced value, reflecting un- 
realized appreciation, cannot be estab- 
lished readily, incontrovertibly and 
with certainty, then to permit the 
inclusion of such enhanced value in 
determining the book value of the 
corporate stock will add chaos to an 
already chaotic situation.” 


This standard seems elusive in an area 
already distinguished by its great vol- 
ume of litigation. Further, a question 
arises as to whether the capital gain tax 
should be considered when taking into 
consideration the unrealized rise in the 
market value of an asset. It is interesting 
to note that in Harvey the Court con- 
tinually rejected the market value factor 
(the shares were decedent owned). yet 
in this situation the Court based a key 
element on the variations of the stock 
market. 

There is not as yet a guidepost for the 
mechanics of the calculation of trustee 
purchased securities. In Harvey, book 
value was used throughout the appor- 
tionment calculation (other than the 
valuation of the securities held in the 
insurance company portfolio) in order 
to maintain some semblance of consis- 
tency in the valuation of decedent owned 
shares. The use of market value for the 
apportionment calculations, when con- 
cerned with trustee purchased shares, 
would be indicated as a reasonable ap- 
proach. Market value is used for intact 
value purposes when calculating the ap- 
portionment of trustee purchased securi- 
ties. Therefore, it is suggested thai the 
following be the apportionment mec!ian- 
ics for trustee purchased shares: (1) 
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market value determines intact value; 
(2) the number of shares needed to pre- 
serve intact value is determined on the 
basis of market value; (3) the retained 
earnings ultimately to be distributed in 
the form of securities should be deter- 
mined on the basis of market value. This 
approach adopts the “standard” method 
of determining earnings, basically a 
book to book comparison with adjust- 
ments. 

The Supreme Court stated that it 
adopted the Orphans’ Court mechanics. 
Yet. when the upper court proceeded to 
restate the mechanics, that which 
emerged was contrary to the lower 
court’s posture. It is interesting to note 
that the lower court limited the distribu- 
tion to the life tenant to the amount 
actually capitalized, and the lower court 
applied it in its General Electric calcula- 
tion. Yet, the Supreme Court did not 
consider this factor nor discuss it. How- 
ever. in the Insurance Company of 
North America calculations it did not use 
the lower court’s limitation of earned 
surplus actually capitalized, but rather 
made all earned surplus available for dis- 
tribution.® 


Pandora’s Box Revisited 


Once a Court has decided that the 
common law rule is to be applied, it is 
unfortunate to chop it away in the name 
of expediency. Assuming the rule to be 
with us, it is an equitable one and there- 
fore expediency should not play an 
active role at the expense of the rule’s 
basic fabric, philosophy and equity. It 
would seem reasonable for a court to 
hold that an apportionable event exists 
where earned surplus is used to support 
a corporate distribution, to the extent of 
the earned surplus actually used. 

The following is suggested as a work- 
able. equitable and reasonably easy to 
apply the apportionment formula: After 
determining intact value and assuming 
that intact value has not been impaired, 
next establish those earnings retained 
during the trustee’s holding of the secur- 
ity. Thereafter determine what retained 
earnings are distributable without im- 
pairing intact value. Where stock, rather 
than cash, is distributable to the life ten- 
ant. calculate the number of shares to be 
distributed to reflect the retained earn- 
ings to be paid out. 

In Pennsylvania, market value (cost) 
is to be used to determine intact value 
for trustee purchased shares and book 





“ debatable variation arises by holding that, not 
only sre the distributable earnings limited to funds 
derived from the earned surplus account, but, that 
thes are further limited to the amount of the 
earned surplus account actually placed in the capi- 
tal stock account. This seems an unfortunate pos- 
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value as intact value for trustee acquired 
stock. 

When calculating the potential im- 
pairment of intact value, the concept of 
market value (cost) should be kept sep- 
arate from the concept of book value. 
These are unrelated quantums and a 
comparison of the initial intact value 
based upon market value with a terminal 
intact value based upon book value, to 
determine if intact value has been im- 
paired, or to delineate the amount appor- 
tionable, is a comparison of two wholly 
unrelated factors. The implications of 
this anomaly are obvious and far reach- 
ing. 

Intact value impairment should be 
based upon the comparison of initial 
terminal book value for decedent or set- 
tlor owned shares. It could well be 
argued that intact value for all shares 
should be market value, in view of the 
fact that the shares are carried in the 
fiduciary’s portfolio for all the various 
trust management purposes at market 
value.’° Assuming intact value not to be 
impaired, a reasonably accurate and 
workable method of arriving at retained 
earnings accruing during the period of 
the trustee’s holding of the stock, is to 
compare initial book value with “termi- 
nal adjusted” book value. A party is free 
to make the yearly additions and adjust- 
ments. 

Finally, we come to the distribution of 
a dollar amount bottomed upon dis- 
tributable earnings, assuming all of the 
foregoing apportionment safety valves 
have been cleared. Where the distribu- 
tion is to be in the form of shares, there 
arises the problem of converting the dis- 
tributable dollar value into distributable 
shares. Are shares to be distributed on 
the basis of book value or market value? 
It would seem that consistency indicates 
the use of market value in the case of 
trustee purchased shares and book value 
for trustee acquired shares. 

The Pennsylvania rule of apportion- 
ments continues, Churchillian-like, “a 
riddle wrapped in a mystery inside an 
enigma.” 

(To be continued ) 


loThe dissent of the Cunningham case actively 
argues, assuming an apportionable event, for book 
value to be intact value for trustee purchased 
shares, as well as decedent owned shares, and ad- 
vocates an overturning of Arrott’s Estate, 383 Pa. 
228, 118 A. 2d 187 (1955), which stated that mar- 
ket value is to be used as intact value for trustee 
purchased shares. 

A A A 


@ Trust department earnings for the 
state banks of Washington totaled $359,- 
230 in 1958 compared to $312,854 the 
previous year. Total trust department as- 
sets, however, decreased from $93,389,376 
to $91,606,084 with 63 banks reporting 
in 1957 compared to 65 in 1958. 
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AN Estate PLAN For JOHN D. LONG* 


FITZGERALD S. PARKER 


Vice President and Trust Officer, Nashville Bank & Trust Co. 


E SHOULD BEGIN BY STATING THE 
five objectives of Mr. Long and his 
advisors in arriving at an estate plan: 


To take good care of his widow. 
To provide an orderly succession 
to his children. 

3. To reduce his estate for death 
taxes, especially by removing 
growth assets, if possible, from 
his taxable estate. 

4. To reduce his family income tax 
burden now. 

5. To maintain enough liquidity to 

cover his debts and taxes. 


Ne 
- » 


Let us next make several assumptions, 
which arise from the fact that if Mr. 
Long has been hard-headed enough to 
arrive where he is from scratch on his 
own, he will not be putty in the hands 
of his advisors. Let us assume then first, 
that he will not relinquish his control 
of the Long Manufacturing Co.; second, 
that he considers himself too young to 
divest himself extensively of his estate; 
third, that he will retire, at least par- 
tially, at a normal age; fourth, that he 
will not give up his $70,000 in stocks 
(this is part of his fun); fifth, that he 
wants to treat his children equally. 

His present tax status, using rough 
figures for the sake of simplicity, would 
be as follows: Under his present will 
leaving everything to his widow, which 
would allow a full marital deduction, 
estate tax would be $76,500, which with 
$25,000 for debts, etc., would make his 
cash requirements $101,500. On the 
death of Mrs. Long later, her estate of 
$242,500 plus the net amount of $645,- 
000 received from Mr. Long would 
amount to $888,000 on which the death 
taxes would be $228,000. Allowing an- 
other $25,000 for debts, etc., which is 
obviously too conservative, and adding 
up the total cash requirements of his 
estate and her estate, we reach the stag- 
gering figure of $354,500. This will 
shock Mr. Long into the conviction that 
he has to do something about it. The rest 
of the present tax picture is that Mr. 
Long’s top income tax bracket is prob- 
ably 62%, plus state income tax, so that 
he is paying out a very large amount. 

*In the June issue, page 635, were presented 
three solutions to an estate planning problem con- 
sidered at the Southern Trust Conference. This 


trustman’s viewpoint, not available at that time, is 
printed here. 
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There is, of course, no plan perfect to 
the exclusion of all others, but the fol- 
lowing ten steps would seem to shape up 
the Long picture to the great benefit of 
all concerned. 


Ten Point Program 


I. We should recapitalize the Long 
Manufacturing Co., issuing non-voting 
stock, perhaps three shares for each one 
share of present common stock. This is 
the key to the plan because Mr. Long 
does not have much in flexible assets 
over and above the $70.000 in stocks, 
which we assumed he won’t give away. 


II. Five ten-year term trusts should 
be created, one for each grandchild in 
the amount of $30,000. The gift tax 
value of the whole amount, at 29.11%, 
would be $43,665 and the allowable ex- 
would be $30,000 ($6,000 
each) leaving a taxable gift of only 
$13,665. This arrangement would re- 
duce the federal income tax on the as- 
sumed annual yield from $3,720 to 
$1,200, saving $2,525 a year. It would 
allow Mr. Long to get back this portion 
of his estate at retirement age when his 
income will be down. It will produce 
some income for his grandchildren 
which might be used for purchase of 
life insurance to their advantage. This 
will provide Alice’s child by her first 
husband with some funds independently 
of his stepfather while he is growing up. 


III. The entire $80,000 of life insur- 
ance, that is, all but the group policy, 
should be given to Mrs. Long, divesting 
Mr. Long from all incidents of owner- 
ship. This would reduce his estate by 
$80,000. The further suggestion should 
be made that it would be beneficial for 
her to place this in a revocable trust, so 
that the proceeds would surely be avail- 
able to buy assets from Mr. Long’s es- 
tate, and thus provide liquidity for debts, 
and taxes. 


clusions 


IV. At Mr. Long’s income tax level, 
he cannot possibly afford to cash the 
Series E bonds and pay the tax on the 
accrued interest. If he should die with 
them under the present circumstances 
the estate tax, removing half the pro- 
ceeds as marital deduction, would be 
about the same as his income tax on the 


accrued income if cashed out now. He 
might have a chance to cash them out 
in a low income year, or perhaps after 
retirement, assuming the Government 
continues to extend the maturity for in- 
terest purposes. 


V. Mr. Long should begin giving the 
non-voting stock in the Long Manufac- 
turing Co. to the children or, if he pre- 
fers, to the son only, with some other 
equalizing gift to the daughter. There is 
no particular reason for this first year 
gift to be of any specified size, and for 
example I have figured on a gift of 
$63,000 altogether. 


VI. Mr. Long should most certainly 
get Mrs. Long off the joint savings ac- 
count, and get out of this classic all-to- 
lose, nothing-to-gain situation. He 
should also gradually work out of much 
of the tangible personal property with- 
out impairing his living arrangement 
and I have assumed in the figures below 
that he could divest himself of at least 
$20,000 worth. 


VII. Three specific business arrange- 
ments should be carefully considered by 


Mr. Long: 


A. He should enter into a _ buy-out 
agreement with his son as to the 
voting stock in the company. 

B. He should consider conversion of 
the fully insured pension plan to 
a partly trusteed plan. It would 
appear that his personal retire- 
ment benefit would probably be 
only $200 a month, that is $10 a 
month for each $1,000 insurance, 
under the present plan. 

C. He should consider establishment 
of a profit sharing retirement plan. 


VIII. A new will should be provided 
for Mr. Long in which: 


1. He should disclaim ownership in 
favor of Mrs. Long in all house- 
hold furnishings, etc. 

2. He should use the marital deduc- 
tion on a bird-in-the-hand theory. 
That is, he and Mrs. Long both 
have about 25 years of life ex- 
pectancy. This will, like all wills, 
is based on the possibility of death 
in the near future. If one dies 10 
the near future, the other will 
probably survive by a number of 
years, and we should be more ¢on- 
cerned with taxes on the first es- 
tate, than with treating the twe of 
them together, as might be done 
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if they were both elderly. The 
part of the marital deduction 
property passing under the will 
should go into a trust. The re- 
mainder of the estate should go 
to a separate trust, and since this 
will have no further death taxes 
on its termination, it could con- 
tain the principal growth assets, 
especially the Long Manufactur- 
ing Co. stock. The son should have 
the right to vote this stock for the 
duration of the trust. 


3. The remainders after the second 


trust, and also after the first 
trust, assuming non-exercise of 
the power of appointment by Mrs. 
Long, should go one-half into a 
trust for Alice for life and the 
other half to John D. Long, Jr. 
free of trust, his share to include 
the voting stock in the Company 
in so far as possible. 


4. The will should provide some ar- 
rangement for John D, Long, Jr. 
to buy the stock from the estate. 
It should leave the Florida house 
outright to the children. If Mr. 


Long is resistant to the trust 
idea, he might accept it better 
with John D. Jr., as co-trustee. 

5. The home should be left alone, and 
counted into the marital deduction. 
Unless Mr. Long is seriously in- 
terested in it, and this does not 
appear from the record, the farm 
should be sold. 


IX. A will should be prepared for 
Mrs. Long, using a marital deduction 
trust, with residue to her children, per- 
haps putting her daughter’s share in 
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trust. The use of a marital deduction 
here is debatable and obviously a gam- 
ble on who dies. If this were fifteen 
years later, her entire estate should go 
into a trust for her grandchildren. 

X. Mr. Long should make further 
gifts to his children from time to time in 
such amounts as he can afford. After the 
death of either spouse, the other should 
begin a carefully planned give-a-way. 

While accomplishing the five objec- 
tives stated at the outset, Mr. Long now 
finds himself in the following tax situa- 
tion: He will actually pay a gift tax of 
about $500 in the first year, but by mak- 
ing this gift, he has reduced his federal 
estate tax based on his present assets 
from $76,500 to $53,500, saving $23,- 
000. Mrs. Long’s estate tax, principally 
by using the trust, has been reduced 
from $228,000 to $115,500 for a total 
saving of $135,500. 

The present income tax burden has 
been reduced by $2,520 per year by 
setting up the term trusts and, as best 
I can figure, by $700 a year by giving 
the stock to the children. This in ten 
years will amount to $32,000 in real 
spending money. 

For liquidity in Mr. Long’s estate, we 
have $60,000 group insurance, a sure 
hold on the $80,000 in Mrs. Long’s re- 
vocable trust, plus whatever stock and 
other unpredictable assets might exist 
at the time of Mr. Long’s death. 


A AA 


New England Trust Department 
Income Up 8% in 1958 


Total income of New England bank 
trust departments continued its upward 
trend in 1958, increasing 8% over 1957 
compared to a 9% increase the year 
before. Expenses also went up, the 
Federal Reserve Bank of Boston reports 
in its June Business Review, but only 
7% compared to twice that rate in 1957. 
Only 12 of 59 reporting departments in 
1958 showed losses, whereas in 1957 it 
was 15 of 58. The accompanying table 
reveals data by amount of trust income. 





New England Trust Departments’ Income 
and Expense 


(in thousands of dollars) 



































10 banks with trust 31 banks with trust 
income exceeding | income from $20, 
$500,000 in 1958 to $500, 
Per Cent Per Cent 
1958 Increase 1958 Increase 
From From 
1957 1957 
Income 
Commissions and fees from: 

EE. cbccececsccaces) BS: Ree: POD $ 931 +10.7 
Personal trusts. ......... 12,542) + 2.1 1,859 + 85 
Pension trusts.......... 761 | +17.1 136 +29.5 
Personal agencies....... 5,715 + 88 646 +10.6 
Corporate trusts. ....... 669 | —12.9 16 + 6.7 
Corporate agencies... . . 4,640 | +166 142 | +43.4 

Msn waceccctences $27,703 | + 7.7 | $3,730 | +114 

ag 2 
alaries and wages. ....... $11,968 | + 7.0 | $1,843 +10.1 
NS an ws ed 4.192} + 7.8 | 1,008 | + 9:6 
Other employees. ...... 7,776 | +66 835 +10.7 
Other direct expense. ..... 5,355 + 4.2 958 +26.2 
MNERE ao sc0csccenceos 3,525 | + 62 427 + 5.7 
Bath 2 occccacccncee $20,848 | + 62 | $3,228 | +13.8 
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Student body and faculty of 1959 Trust Training School of Pennsylvania Bankers Association 
on steps of Davis Gym at Bucknell University, Lewisburg. There are 14 members of the 
faculty and 196 students. 





MDRT Sets Up Foundation 


Announcement of the formation of 
the Million Dollar Round Table Founda- 
tion was made at the 1959 M.D.R.T. in 
Bal Harbour last month by Chairman of 
the Board Edmund Fitzgerald of North- 
western Mutual Life which made a sub- 
stantial contribution in honor of its 
Special Agent, Adon N. Smith, I, 
C.L.U., of Charlotte, current chairman 
of the M.D.R.T. 

The objectives of the Foundation, Mr. 
Fitzgerald explained, are “to aid gen- 
erally in furthering public understand- 
ing and enjoyment of the benefits and 
uses of life insurance through: 


“1. The determination and imple- 
mentation of research projects having 
as their object better understanding 
of the financial problems, personal and 
business, of American citizens. 

“2. Surveys or studies designed to 
discover public habits and attitudes 
with regard to all phases of financial 
planning, savings, investment and 
personal security. 

“3. Studies of economic factors re- 
lating to individual savings and se- 
curity, such as inflation, income dis- 
tribution, taxes, ete. 

“4. Studies and projects with the 
object of rendering more effective the 
relationships between all types of fi- 
nancial advisers and the public. 

“5. The furtherance of any and all 
educational programs and media to 
enable the American people to enjoy 
more effective use of dollars set aside 
for deferred spending, estate creation 
or indemnity purposes.” 


At the annual 
business meeting 
on June 22 Robert 
S. Albritton, 
C.L.U., of Provi- 
dent Mutual Life, 
Los Angeles, was 
elected chairman, 
to take office No- 
vember 1. The new vice-chairman will 
be James B. Irvine Jr., C.L.U., National 
Life of Vermont, Chattanooga. 





Rost. S. ALBRITTON 





Outgoing chairman Smith revealed 
that the change in term insurance rates 
for credits will make the Round Table 
“more indicative of success and will 
help maintain its prestige. This change 
plus the slight recession at the beginning 
of last year reduced our first timers 
from a high of 804 to this year’s 
healthy total of 391. Of last year’s 804 
first timers, only 288 repeated.” 
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Reserve Districts Report 
Trust Earnings 


Trust Department gross earnings for 
1958 reported by the Federal Reserve 
Bank of Boston for member banks rose 
8.5% over the previous year to $16,- 
890,000 for Boston banks and 6.2‘ to 
$15,431,000 for other First District 
banks. 

In the Second District trust depart- 
ment earnings for all banks were 3.1 
of total earnings in 1958 compared to 
3.0% in 1957. For Group VI banks in 
New York City ($100 million to $1 bil- 
lion deposits) income from trust de- 
partments declined to 17.1% of total 
earnings from the 1957 figure of 18.9‘c. 
Among the Group VII banks (over $1 
billion deposits), however, aggregate in- 
come from trust departments rose from 
8.6% to 8.9% of total earnings, the 
Federal Reserve Bank of New York re- 
ported. 

Trust earnings of Ninth District mem- 
ber banks, according to figures from the 
Federal Reserve Bank of Minneapolis, 
for 1958 only, were 2.6% of total cur- 
rent earnings. 

In the Tenth District, trust department 
earnings for all banks dropped slightly 
from 2.5% of total earnings in 1957 to 
2.4% in 1958. In the Group with over 
$50 million deposits, trust earnings 4v- 
eraged 4.5% of total earnings accord- 
ing to the Federal Reserve Bank of 
Kansas City. 
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Complement 
to the 
Attorney... 


Close, practical cooperation with attorneys—comple- 
menting their efforts to provide estate owners with 
sound, prudent estate programs—has always been one 
of our primary functions here at The Hanover Bank. 
Many attorneys have found that our long, practical 
experience and broad business knowledge offer valuable 
assistance in the specialized field of trust and estate 
planning. If you are not yet familiar with the many 
ways we can help you to help your clients, any one of 
our trust officers will be glad to discuss the matter with 


you. Why not contact him at your earliest convenience? 





Member Federal Deposit Insurance Corporation 
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HANDLING BUSINESS INTERESTS 


D. S. WILLCOX 


Trust Officer, State-Planters Bank of Commerce and Trusts, Richmond, Va. 


OST SMALL BUSINESS FAILURES RE- 
M sult not from lack of capital but 
from poor financial management and 
lack of preparation. Dr. A. D. Kaplan of 
the U. S. Committee For Economic De- 
velopment had this to say in a recently 
published book: “Small enterprises as a 
class have notoriously neglected to in- 
sure the continuity of their establish- 
ments as going concerns when the owner 
is no longer able to carry on.” 

Trustmen must learn more about 
small businesses. We are way behind our 
commercial banking friends on_ this 
score. But we must study small business- 
es as an investment man would — from 
the long range equity standpoint, not the 
short term working capital needs. 

Buy-and-sell agreements and stock re- 
tirement plans under Section 303 of the 
Revenue Code have their limitations: 
(1) it is quite difficult to incorporate in 
them an equitable formula for the valua- 
tion of the business which will cover 
every contingency; and (2) they must 
be kept up-to-date ‘to take care of 
changes in laws and tax regulations as 
well as in the business itself. Actually, 
the mortality of such agreements placed 
with corporate fiduciaries is appallingly 
large. 

Agreements funded with life insur- 
ance can do an especially fine job to 
provide liquidity in cases where the in- 
sured is not interested in the continua- 
tion of his business. But if partners, or 
the principals in a corporation, want the 
business continued, we in the financial 
fraternity have to help them plan for 
possible successor management before 
they die. 

Provision for liquidity is no panacea. 
I have seen estate plans that were mathe- 
matical works of art, taking advantages 
of all the latest tax saving devices, 
coupled with will draftsmanship that 
covered every possible contingency ex- 
cept how the testator’s business was to 
be conducted after his death. Perhaps 
this explains why many trustmen are still 


From address at Virginia Bankers Association 
Trust Conference, April 17, 1959. 
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reluctant to accept this type of business. 
They point to the uncertainty of ade- 
quate compensation, as well as the po- 
tential liabilities and risks involved. 
They fear the possible ill-will of the 
beneficiaries and other members of the 
family. They question the wisdom of 
absentee management, or call attention 
to their own limited experience and the 
difficulty of finding a replacement for 
key men. 

But it is quite evident that more and 
more estates will be composed of small 
businesses, and if our trust institutions 
fail to meet this challenge, then some- 
body else, including perhaps the Fed- 
eral Government, will fulfill the need. 


Suggested Platform 


The retention of a business interest 
can be skillfully provided for in the wiil, 
and the fiduciary can feel reasonably se- 
cure that he can judge the results of 
operations and can apply the brakes 
promptly when adverse developments 
occur. I recommend a recently published 
case history book entitled “Management 
Succession in Small and Growing Enter- 
prises” by C. R. Christensen of the 
Harvard Business School, in which he 
mentions that the service of professional 
trust officers to the small business com- 
munity has not been well publicized, but 
it has been of real importance. Their 
record of accomplishment, he says, 
points up the need of extending trust 
company work with small businesses. 
But before this can be realized a sub- 
stantial amount of educational work will 
have to be done in explaining not only 
the services to be offered but the manner 
in which help is provided. 

Each trust department should come to 
grips with the problem as follows: 

1. Decide as a matter of institutional 
policy whether or not you are going to 
accept such business. The recently pub- 
lished Statement of Policy of the 
A. B. A. Trust Division says: 


“Tt must also be recognized that it 
would be a disservice to all concerned 
for an individual trust institution to 


agree to handle closely held businesses 
in trust without full knowledge of the 
obligations and _ responsibilities jn- 
volved and the specialized skills and 
experience required. Some institutions 
may have too little prospect of achiey- 
ing a large enough position in the 
trust field to justify preparing them- 
selves adequately. It is therefore es- 
sential that the bank or trust com- 
pany examine very closely the possible 
pitfalls, as well as the rewards to be 
expected, before formulating its policy 
with respect to acceptance of this 
type of business.” 


2. Once you have made your deci- 
sion, let it be known what your bank is 
willing to do. Don’t take a defensive or 
neutral attitude. You should come up 
with one of three alternatives: 


(a) You aren’t interested in such 
business and are unwilling to ac- 
cept it. 
You will seek and accept such 
business along the limited lines of 
a smaller North Carolina bank 
which in a published statement of 
policy asserts that it “will carry 
on a business for a_ sufficient 
length of time to permit an ad- 
vantageous sale, an orderly liqui- 
dation, or a satisfactory transfer 
to the distributees under the will 
or trust agreement.” 

(c) You will seek and accept such 
business in any manner in which 
you believe you can be of service 
and still make a profit. 


(b) 


3. Having decided upon a policy to 
accept this type of business, discuss these 
questions frankly with the testator and 
his attorney: 


(a) What is the value of your busi- 
ness? The average business man 
will give you the book value or 
net worth, and his answer is 
about as meaningless as the num- 
ber of grains of sand on the 
beach. In other words, you must 
have somebody who knows how 
to place a value on a small busi- 
ness enterprise before you can 
even. begin a decent estate plan. 
How about liquidity to settle your 
estate and pay death taxes? This 
is a sine qua non, and a good life 
underwriter can be of help 
whether or not the business ‘5 t0 
be continued. 


(b) 
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(c) Who is to run your business after 
your death? And if he is to be 
paid a reasonable salary, will that 
leave enough for dividends for 
your widow and for the capital 
needs of the business? 

Since this will probably mean ex- 
traordinary duties and responsi- 
bilities for us, are you willing to 
agree to compensation greater 
than the normal commissions? 
(This is permissible under Vir- 
ginia law.) 


(d 


— 


The answers to these questions boil 
down to a hard core. Who is to come 
first — the business or the income needs 
of the family? 


One Working Pattern 


Here is how we handled one case, 
which involves the present chairman 
and controlling stockholder of a fairly 
large textile business which he wants 
continued for future generations of his 
family. The problem of liquidity has 
been solved. The testator’s son is now 
President. The wishes of the testator are 
clearly expressed in a memo to us, 
pertinent provisions of which follow: 


“For the purpose of assisting my 
executors and trustee in carrying out 
my wish to have the Blank Company 
continued, I desire to express my real- 
ization that at the time of my death 
a considerable portion of my estate 
may be invested in the stock of Blank 
Company ... and that it may be dif- 
ficult to dispose of the shares in this 
corporation at their fair value. I wish, 
therefore, to convey to my executors 
and trustee my preference . . . that 
the shares of this company be held as 
an investment of the trust estate as 
long as my son is associated with the 
company... 

“As additional reasons for my fore- 
going expressions, I call to the atten- 
tion of my said executors and trustee 
that my son has been trained in the 
management of the business of Blank 
Company, and that I have the utmost 
confidence in his ability. It is my hope 
that he will continue in the active 
management of the business, and dur- 
ing such neriod the trustee will weigh 
and carefully consider my said son’s 
Judgment and advice concerning the 
stock of the company. I also wish that 
my said son shall, so far as my trus- 
tee can influence or control the situa- 
tion, draw a salary for his services 
commensurate with the responsibility 
connected with the position he will 
occupy. 

“I further call to the attention of 
my said executors and trustee, that 
oftentimes pressure is brought upon 
the management of a business to dis- 
burse the maximum available for divi- 
dends. Conformance with such re- 
quests or pressure often leads to de- 
pletion of working capital which had 
better be retained by the business for 
growth or as a reserve, which in 
times of depression might be needed, 
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and particularly is this so in a busi- 
ness as highly cyclical as the textile 
business. For this reason, I wish my 
executors and trustee to take a busi- 
nessman’s viewpoint relative to the 
asset of the estate represented by the 
stock in said company, and ask that 
neither of them shall feel compelled 
to press the management for max- 
imum dividend disbursement and shall 
not feel compelled to dispose of the 
said stock simply because of lack of 
earnings in an unfavorable turn of 
the economic cycle. It is with this in 
mind that I have previously provided 
in my will for minimum payments to 
my wife during her lifetime and to 
my daughters during their respective 
lifetimes thereafter out of the princi- 


pal of the assets and preferably other 
assets, if necessary.” 


This is one closely held business 
which appears to have a good chance of 
being continued a long time. 


A AA 


e Latest figures from Sears Roebuck 
& Co.’s profit-sharing plan show that 
employees who retired last year with 
20-25 years of service drew an average 
of $36,695. Deposits over the years aver- 
aged $3,593. Capital gains, the com- 
pany’s annual contribution, plus divi- 
dends and interest made up the differ- 
ence. 












if this sounds like 
bragging... 


“IT TS! 


A Trust Officer of a bank that 
rates high in an area of large 
banks recently wrote: 


“Your program brings in so 
much business, we are 


swamped.” 


If you find personal solicitation difficult, you 
cannot afford to be without PURSE ADVER- 
TISING. If you are prepared to do a complete 
job of personal solicitation, PURSE ADVER- 
TISING can pave the way to success for you. 


Write or telephone us (Collect) for more details, 


Headquarters for Trust Advertising Pe 
PC 1 9 ©) — ©. — vy BOM Oe — 6 & 5D 2) Dw men.” 
CHATTANOOGA, TENNESSEE nee 
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NOTES FROM MILLION DOLLAR ROUND TABLE’ 


MARVIN L. McCARTHY, superin- 
tendent of advanced underwriter train- 
ing, Northwestern Mutual. 

Properly handled and applied, trusts 
will give more flexibility, more service, 
more life to your estate planning and 
more satisfaction than any other device, 
except the insurance policy itself, in the 
planning field. Here are six key ques- 
tions to open a sale: 


1. “Mr. Prospect, do you know that 
through a life insurance trust you can 
provide a tax-free fund to meet estate 
and inheritance taxes and other estate 
expenses?” The answer is to place pro- 
ceeds in an irrevocable, inter-vivos insur- 
ance trust. Proceeds are not part of the 
client’s estate so long as the trustee is 
merely authorized — not directed — to 
make the proceeds available for estate 
expenses. 


2. “Have you considered using a trust 
to retain and administer life insurance as 
a part of your estate until your children 
are old enough to take full control?” 
Life insurance can be administered and 
distributed through a trust just like any 
other property. 


3. “Did you know that your life in- 
surance can be arranged under a 
‘sprinkling trust’ so that income and 
principal will be paid out to your bene- 
ficiaries in amounts they need, when they 
need it?” 


4. “Would you be interested in a plan 
which cuts down your personal income 
tax and applies the tax saved to an edu- 
cation fund for your children?” This in- 
volves placing income-producing prop- 
erty ina trust — for a term of 10 years 
or more — so that the tax on the income 
is shifted from the prospect’s high 
bracket to the lower bracket of the trust 
itself. 


5. “Did you know that insurance on 
your life, up to one-half the value of your 
estate, can be used for the marital deduc- 
tion, so that you can pass it to your wife 
under trust, if desired, free of estate 
tax?” 


6. “Have you considered using a trust 
to carry out the provisions of your busi- 
ness purchase agreement?” If the pros- 
pect has some reservations about the per- 
formance and operation of an insurance- 
funded buy-and-sell agreement he might 


*Annual meeting held week of June 22 at Bal 
Harbour, Fla. 
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want to know that a trust can be used to 
impartially and precisely carry out the 
agreement’s terms. Also, business con- 
tinuation trusts are becoming more wide- 
ly used to operate and manage a busi- 
ness until it can be sold or turned over 
to the heirs when they attain maturity. 


HARRY S. REDEKER, 
counsel, Fidelity Mutual Life. 

Two errors have been observed since 
the marital deduction was introduced in 
the federal estate tax law. First, there 
seems to be a tendency to “overqualify” 
proceeds for the marital deduction. 
There are requests for qualifying clauses 
on behalf of people who, from available 
records, seem not to possess estates large 
enough to be concerned about federal 
estate taxes. Or there are requests for 
qualifying too large a portion of the in- 
surance estate. This won’t benefit the in- 
sured’s estate and it may add materially 
to the estate tax burden of the surviving 
spouse at her later death. 

A second error is the assumption that 
payment of the proceeds in one sum to 
the widow or giving her a power of ap- 
pointment, either during her lifetime or 
at her death under a settlement agree- 
ment, will automatically assure qualifi- 
cation for the marital deduction. The 
policies of some companies provide that 
the beneficiary must be alive when 
proofs are filed to be entitled to the pro- 
ceeds of the policy. Eggleston (Estate of 
DeRoy) v. Dudley held that such a pol- 
icy provision created a terminal interest 
and precluded qualification for the mari- 
tal deduction. The Third Circuit Court’s 
later reversal did not disturb the princi- 
ple laid down by the District Court. 

Companies whose policies are worded 
in this manner are aware of the problem 
and gladly amend their policies on re- 
quest. Every effort should be made by 
such companies to alert their field forces 
to have requests submitted in appro- 
priate cases. 


general 


JACK N. MEEKS, Northwestern 
Mutual, Columbia, Ohio. 

Nothing new or untried should be in- 
serted in the design of a pension and 
profit-sharing plan (no matter how small 
the item) until the effect on each ad- 
ministrative function has been fully ex- 
plored. 

There are four types of investments 
available for pension and profit-sharing 
plans, each of which has its advantages 


and should be used in appropriate situa- 
tions, but this is an area where the aver. 
age agent is weak. In order to be gen. 
uine consultants agents must have a 
sound working knowledge of all types of 
investment, used in these plans. 


DAVID MARKS JR., C.L.U., New 
England Life, New York. 

The regulations relating to section 
2039(c) clearly provide that the bene- 
fits paid to named beneficiaries are 
excluded from the taxable estate where 
death occurs during a person’s retire- 
ment or before his retirement but dur- 
ing his employment. But they give no 
hint as to what the situation would be in 
the event of a severance of employment 
before retirement. In the latter case there 
are four general possibilities: 

(1) The contract is converted into a 
paid-up annuity and the pension com- 
mittee decides that it shall be held by 
the trustee until death or retirement date. 
(2) Same as (1) but the paid-up con- 
tract is assigned to and retained by the 
participant. (3) Same as (2) but the 
paid-up contract or life policy is cashed 
in. (4) Same as (3) but the life policy 
is retained and subsequent premiums are 
paid by the participant. 

Upon the death of the participant, it 
would appear rather definite that under 
(1) the proceeds would be excluded 
from the taxable estate and that the 
opposite conclusion would be reached in 
item (3). As to (2), it probably would 
be a non-taxable asset and as to (4), the 
proceeds would probably be taxable in 
full, though a strong argument could be 
made that there should be a pro-ration. 
presumably on the basis of the cash 
value at the time of severance. 


BEN EPSTEIN, Kansas City Life. 
Houston. 

Following is a plan, especially useful 
in community property states but applic- 
able elsewhere, by which a husband can 
supply the estate ample tax-free dollars 
to cover the estate taxes on his wife's 
half of the community estate, especially 
should she predecease him: 

In Texas, the wife automatically owns 
one-half of her husband’s stock in the 
corporation, through her community 
property interest. If the wife is named 
an officer of the corporation, or even 4 
director, with an assignment of certain 
duties and functions which would qualify 
her for a small salary, she would be 
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eligible for split-dollar insurance, just 
as any other key employee or officer, and 
for all other benefits for which employ- 
ees are eligible, including social security. 
However, instead of setting up a split- 
dollar policy as key-man insurance for 
the first two years, it would operate as 
split-dollar from the very beginning and 
the wife would pay the first annual pre- 
nium out of her earnings. That portion 
of the proceeds of this policy which is 
payable to her beneficiary can then be 
irrevocably assigned and thereby ren- 
dered estate-tax-free in the event of her 
death, since she would have none of the 
incidents of ownership in the policy nor 
the 5% reversionary interest therein. 

The same plan can be followed in non- 
community-property states merely by 
gifting to the wife a portion of the fam- 
ily stock holdings in the corporation. 
This would qualify her for the same pro- 
cedure as followed in community-prop- 
erty states, meeting the insurable inter- 
est requirement and making her, as an 
employee, eligible for split-dollar insur- 
ance. 


ARTHUR R. UPGREN, professor 
of economics and director, bureau of 
economic studies, Macalester College, St. 


Paul. 


Those who have assumed that infla- 


tion has been pretty continuous over the 
last century or so and is likely to con- 
tinue its upward spiral are basing their 
assumption on wrong data. The forces 
producing inflation most recently seem 
to be of the non-recurring variety, he 
said. Hence, it would be incorrect to as- 
sume that stocks are a good buy at to- 
day’s high prices. 

The price rise from 1956 to 1958 was 
not due to creeping inflation but rather 
to the pronounced new plant investment 
boom on the part of business. Wages 
rose, it is true, and they rose faster than 
productivity. But what made the rise 
possible was the new plant investment 
boom. 


The cause of the price rise is quite 
non-recurring. There was inflation, but 
there does not seem the prospect for its 
continuation until we have another sharp 
plant investment boom. It is that very 
boom which subsequently increases the 
flow of goods and the efficiency with 
which they are produced. That plant in- 
vestment also increases incomes. All of 
these consequences are good, because 
this is, in fact, the precise way in which 
progress is made in a free, inventive and 
innovating society. 

In contrast to present low yields on 
common stocks, yields on bonds are 


good. There is every prospect that the 
yield on bonds will continue to be good 
for a decade or more into the future. 
Thus, the purchaser of life insurance 
will benefit by the good yields which 
should be earned on the sums he invests 
via life insurance as his method for ac- 
cumulating an estate for retirement. 
A *S. * 
Retirement Fund Combines 
Trust and Insurance Features 


A new service by the trust depart- 
ment of National American Bank, New 
Orleans, combines the benefits of life in- 
surance and pension trusts. This “Com- 
bination Pension Trust Plan” — first 
of its kind in New Orleans — was ex- 
plained recently to a meeting of 250 at- 
torneys, accountants and insurance coun- 
selors. 

Each retirement system managed un- 
der the Plan has two main funds. Une of 
these is used to purchase ordinary or 
other life insurance policies for each 
employee. The other is invested by the 
bank’s trust department and the earn- 
ings help. to reduce the cost of the sys- 
tem to the employer. When an individual 
retires, the cash values of the insurance 
policy and his share of the bank in- 
vested fund provide the retirement bene- 


fit. 





LIVING TRUSTS 


® CORPORATE TRUST 








INVESTMENT MANAGEMENT 
ADVISORY SERVICE 


e BOND e SAFE DEPOSIT 


he 
NORTHERN/VYRUST 


LaSalle and Monroe Streets 


Chicago, Illinois + Financial 6-5500 


New York Representative: 15 Broad St., N. Y. 
MEMBER F.D.1.C. 


Broad Banking and Trust 


Services 


COMMERCIAL BANKING 

PERSONAL BANKING 

SAVINGS ¢ FOREIGN 

EXECUTOR & TRUSTEE UNDER WILL 


Northwest Corner 








BANK 








Jury 1959 


665 











Accumulations Laws and 
Common Funds Highlight 
N. Y. Trust Division Activities 


Highlights of activities of the Trust 
Division, New York State Bankers As- 
sociation, including legislation obtained 
or desired and the growth of commingled 
investment funds, were reported at the 
June 26 Spring Lake convention of the 
Association by Division chairman, John 
G. White, who is vice president and 
trust officer of Security Trust Co., 
Rochester, N. Y. 

Important amendments in the State’s 
fiduciary law include the so-called Ac- 
cumulations Bill, Mr. White said, which 
becomes effective September 1 and 
allows trustees to accumulate income 
beyond age 21 for a period not to exceed 
that permitted by the new rule against 
perpetuities. There has been an increase 
in the New York States estate tax rates, 
effective April 1, 1959. A bill to require 
periodic accounting of all trusts in 
excess of $100,000 died in committee, 
and the proposal to permit insurance 
companies to act as trustees of pension 
trust funds was defeated. 

Legislative action is being sought by 
the Division to expand the discretionary 
authority of trustees in the investment 
management of legal trusts beyond the 
present “35% Prudent Man Rule.” 
Work is being done also toward drafting 
a suitable bill to resolve income and 
principal questions resulting from the 
declaration of stock dividends and other 
corporate distributions. 

Common Trust Funds in the state 
now number 42, Mr. White said, of 
which 21 are legal, 17 descretionary, 
two common stock and two fixed in- 
come. The Division is exploring the pos- 
sibility of increasing the present $100.- 
000 limit on participations to $200,000 
or more, or of completely removing it. 
The Bank Fiduciary Fund in one year 
has grown from 42 to 49 participating 
banks and from $5,800,000 to $8,200,- 
000 in volume. Commingled funds for 
the investment of employee benefit trusts 
now total 23, consisting of three balanced 
funds, ten common stock and ten fixed 
income. 

The Trust New Business School was 
conducted again with 34 enrolled. In its 
six years, some 200 men and women 
have benefited from this school. The 
new Estate and Trust Administration 
School completed its week-long session 
at Rensselaer Polytechnic Institute in 
Troy with 31 men in attendance. This 
year’s course dealt with estate adminis- 
tration and next year’s will cover trust 
administration. The fact that many of 
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Students at 1959 Trust New Business School sponsored by New York State Bankers 





Association Trust Division in cooperation with New York University. 





this year’s students are eagerly awaiting 
the next session is a tribute to Lester 
Lamb of Hanover Bank and his com- 
mittee and to Dean George C. Barclay. 
Annual Spring Meetings were held in 
seven regional centers with a total at- 
tendance of about 650. Among the par- 
ticipants were bank directors, attorneys, 
Surrogates and Legislators, as well as 


trust men. 
A-A A 


In-Bank Trust Seminars 


Trust Seminars recently conducted at 
Fifth Third Union Trust Co., Cincinnati 
for junior officers of the commercial de- 
partment have proven so valuable that 
the bank intends to repeat the program 
for branch managers, their assistants, 
other officer personnel and key em- 
ployees throughout the bank. 

The seven sessions, each lasting an 
hour and a quarter, were held on Tues- 
days and Thursdays over a period of 
four weeks. Twenty-five “students” were 
invited by personal letter from the presi- 
dent, G. Carlton Hill, and the first and 
last sessions were attended by him and 
by Edward W. Nippert, vice president 
and trust officer. 

Each session was conducted by a 
moderator and two panelists, who were 
all trust officers. After their discussion, 
questions from the audience were taken 
up. Discussions were supplemented by 
literature and visual presentation, and 
each “student” was given a notebook in 
which to keep both his own notes and 
any printed material distributed. 

The topics covered were: Organiza- 
tion and Policies; Agency Accounts and 
Investments; Will Review and Estate 
Analysis; What We Do as Executor; 
What We Do as Trustee; Employee 
Benefit Plans; and Offering Fifth Third 
Trust Services. 

The idea and the outline for these 
sessions, according to word from the 
Trust Company, came from the excellent 
programs conducted by V. P. Tomes, 
secretary, at Hanover Bank, New York. 


First National of Boston 
175 Years Old 


On July 5 the First National Bank of 
Boston reached its 175th birthday, hav- 
ing opened for business on that date in 
1784. Since that year deposits have 
grown from $41,027 to $1,652,889,000 
and dividends from $10,220 to $9,245.- 
500. Its growth has spanned the period 
from the first American ship to trade 
with China to the jet planes that daily 
cross continents and oceans, from quill 
pen accounting to its present electronic 
data processing system. 


The Bank and Old Colony Trust Co. 
merged on December 16, 1929, since 
which time Old Colony has been the 
bank’s trust affiliate. Fiduciary assets 
alone are now past the billion-dollar 
mark, and combined fiduciary and 
agency assets are close to $214 billion. 
“To be old in years and experience and 
yet to be growing in usefulness is to be 
worthy of a great heritage.” 





TRUST COMPANY MAKES ESTATE 
PLANNING AWARD 


Joseph L. Whyte, vice president and trust 
officer of American Security and Trust Co., 
Washington, D. C., presents to Shuichi 
Miyasaki of Hawaii, a student at George 
town University Graduate School o! Law, 
the 1959 Estate Planning Award while Paul 
R. Dean, dean of the Law Center, looks 0. 
The $50 prize is given annually by the 
Trust Company to the student who achieves 
the highest scholastic average in the stale 
Planning courses in the Graduate > hool 
of Law. 
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Trust Company 


OF NEW YORK 


Statement of Condition June 30, 


ASSETS 
Cash and due from banks . 


1959 


‘ $ 963,890,933 








U. S. Government obligations . 703,831,645 
State, municipal and public securities 162,406,562 
Other securities i sre 22,625,431 
Loans cee ae ee eee 1,984,116,036 
Accrued interest. accounts receivable, etc. 124,994,592 
Customers’ acceptance liability ‘ 43,932,772 
Stock of Federal Reserve Bank . . ‘ 12,750,000 
Investment in subsidiary companies 4,795,495 
Bank premises : 21,655,697 
$4,044,999.163 
LIABILITIES 
Deposits $3,334.011,968 
Foreign funds borrowed 1,593,421 
Reserve for expenses and taxes : 26,391,952 
Liability on acceptances 45,972,708 
Dividend payable July 15. 1959 6,032,000 
Other liabilities ae Sp irra 114,193,143 
Capital—7.540,000 shares—$25 par . $188,500.000 
Surplus 236,500,000 
Undivided profits 91,803,971 
Total capital funds 516,803,971 
$4,044,999,163 


Assets carried at $331,985,431 in the above statement are pledged to qualify for 


fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member of the Federal Reserve System and the Federal Deposit Insurance Corporation 


DOWNTOWN OFFICES 


140 Broadway 
23 Wall Street 


MIDTOWN OFFICES 


4) Rockefeller Plaza 
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Fifth Avenue at 44th Street 
Vadison Avenue at 60th Street 


EUROPEAN OFFICES 
London 
Paris 


Brussels 


DIRECTORS 


HENRY C. ALEXANDER 
Chairman of the Board 


DALE E. SHARP 
President 
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ment to appraise existing weaknesses ob- 
jectively and to face the rigors of finan- 
cial surgery which pared $2.20 per share 
from 1958 profits, leaving only a meagre 
$.70 for the year’s efforts. 

The approximately one half billion 
dollar investment incurred in developing 
the company’s aluminum operation, in- 
cluding raw material sources, coincided 
with the culmination of the corporation’s 
simplification program and, unfortun- 
ately, a period of over-supply of primary 
aluminum, in contrast with the sellers’ 
markets of former years. Nevertheless, 
Mr. Osborne expressed complete confi- 
dence in the overall profit potential in 
the phrase “costs will be 25% higher by 
1963 and we'll be very happy with our 
aluminum picture then.” While the in- 
dustry’s substantial capacity relative io 
demand appears likely to continue for 
several years more, Olin should stand to 
benefit materially from its entrance into 
this new field, having once “gotten over 


the hump.” 





















Cash Flow & Depreciation 


Depreciation, depletion and amortiza- 
tion rose nearly $7 million to $32.6 mil- 
lion during 1958 from the previous year 
because of new facilities placed in opera- 
tion and accelerated write-down of cer- 
tain Energy Division facilities. Estimated 


charge-offs for 1959 will probably be in 
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the same range, around $33 million. 

Replying to a question about recurring 
special charges similar to those detailed 
in the 1958 annual report, Mr. Osborne 
stated that he expected no losses on de- 
ferred pre-operating expenses. disposal 
of obsolete assets, operations liquidated 
or sold, or other special write-offs of 
capital assets, and only minimal start-up 
costs for new plants ($.96 in 1958) 
which will be charged through the ex- 
pense account, rather than being reported 
separately. 

Queried as to the projected 1959 capi- 
tal expenditure budget of between $40- 
$45 million in the annual report, Mr. Os- 
borne confirmed that the actual outlay 
through April was on the low side, or 
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less than one third. His expectation is 
that this figure will hold and that capital 
investment in the next four years will 
average in this range with the objective 
of putting each operating division into 
top shape to meet the company’s stan- 
dard formula of paying out the invest- 
ment in five years and earning 10° on 
sales. 


Volume and Profit Expectations 
Upward 

In spite of the recession carryover into 
early 1958, Olin Mathieson managed to 
boost total revenues from $593 million in 
1957 to above $601 million, a perform- 
ance which bolsters management's ex- 
pectation of better 1959 volume, although 
the aluminum sector will still not be in 
full swing. Capacity of the company’s 
various production facilities is consid- 
ered in excess of current operating rates, 
hence there is leeway for considerable 
expansion without need for major capital 
investment. 

Sales for the first quarter of this year 
were about 25% above those of 1958. 
Although such percentage increase is un- 
likely over the rest of the year, a healthy 
rise in sales is looked for, which Mr. 
Osborne tacitly admitted in his state- 
ment that chemicals and packaging are 
operating “full,” brass at “more than 
full,’ Squibb having “‘a very good year, 
aluminum “fine” and the energy division 
“very spotty, with some manufacturing 
problems now being cleared up, but that's 
internal and not in the industry as such. 

Although Messrs. Osborne and (’Con- 
nell refrained from any estimate of earl: 
ings, it was clear that 1959 looms as 4 
year of test of the corporate overhauling 
which terminated in December. The 
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problem of obsolete assets has been dealt 
with and management does not expect 
new ones to come to the surface. Conse- 
quently, if the job has been thorough and 
operating efficiency raised, it is logical to 
expect a greatly improved result on real- 
jzation of hoped for higher sales. If 
losses in aluminum during the first half 
should be reduced by profitable opera- 
tion in the second six months, a signifi- 
cant betterment of the $2.52 per share 
from operations reported for 1958 be- 
fore special charges would be in order. 
Outside estimates currently range be- 


tween $2.75 and $3.00 per share. 


Continuation of the present $1.00 
yearly dividend seems assured but, by 
the same token, with outstanding debt of 
almost $338 million, of which $100 mil- 
lion consists of debentures convertible 
into common stock at $50 per share, in- 
creased disbursement on the common 
stock does not seem an immediate pros- 
pect. The longer-range outlook for the 
company, however, has become materi- 
ally brighter, in the view of many ob- 
servers, and enhanced profits through at- 
tainment of a more commanding position 
in its several fields are confidently ex- 
pected. J; 


A AA 


Economists Forecast Near-Term 
Prosperity 

A three-economist panel at ihe mid- 
June forum sponsored by The Graduate 
School of Banking at Rutgers University 
prophesied prosperous business at least 
through early 1960, continuation of ris- 
ing personal incomes, improved outlook 
for a balanced Federal budget and a 
possible lull in inflationary trends, al- 
ways, of course, subject to unexpected 
dislocations, Lest this appear just an- 
other rosy prediction with appropriate 
hedge clauses, the following panelists 
spelled out their reasons to the 1,100 
bank officer students at the School: Ed- 
ward A. Wayne, first vice president, 
Federal Reserve Bank of Richmond, 
moderator; Martin R. Gainsbrugh, chief 
economist, National Industrial Confer- 
ence Board, New York; Raymond Rod- 
gers, professor of banking, Graduate 
School of Business Administration, New 
York University, New York; and Beryl 
W. Sprinkel, economist, Harris Trust 
and Savings Bank, Chicago. 

Messrs Gainsbrugh and Rodgers 
outlined the improvement in basic 
business indicators since the spring of 
1958 which has raised personal incomes, 
lessened unemployment, improved the 
outlook for larger capital spending by 
industry and made possible a $475 bil- 
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lion GNP rate for the second quarter, 
the last being not due alone to higher 
prices but representing actual increase 
in physical output. The outlook for con- 
sumer durables is improving, with motor 
cars in line for volume production and 
absorption as a receptive public attitude 
toward assuming debt develops. Inven- 
tories are on the rise, also. 

On the shady side of the picture, the 
panelists cited the logical expectation of 
a decline in the rate of inventory ac- 
cumulation which has contributed to 
the pick-up, this nation’s worsening posi- 
tion in world markets, with imports up 
10% thus far over 1958 and exports 


down about 5%, and labor upsets. 
Speculation in equities and land values, 
foreign drains on our gold position and 
Government financing problems could 
likewise contribute to a more sober 
aspect. 

Professor Rodgers noted Government 
spending would continue high, even 
though Mr. Gainsbrugh felt less dis- 
couragement over the prospects of bring- 
ing inflationary forces under control 
than some of his colleagues, asserting 
that the nation “now faces the best op- 
portunity since the end of World War II 
to have prosperity without inflation in 
the period immediately ahead.” 





Ie 


ALBANY BosTOoN CHICAGO 


SAPUDAVAVGNUNOEQAUAUONGEUAGOUONUEOEDOUNUNUUUOUOEUEOEGEDOONOOEOEOEUEUAEOOOEOOGEGEUEUOEOEGUGOGELOOOOEOOVONOCOEOEOOOOEOEOEOOUOUEOOUOOOUOODOEOEOEGEDOEOAOGOEOEU EEE EEL EOEAEOEAEOEUEGEDOGU EGE UEU ED EDOO EEDA AU ED EG EDEL S ET OGOEU ETAT AEE EA AAA 





S2UUAVALUUUUUVUNUAEUANUEDOEUOEOCUEGEDOCTOOUONOOODOOUEDEAEEADEOUEDOOOGEOOEOOEOODOEOOOOOOOEOODOEOCOEEUOOOEUOEOOEEROOOEO OOOO OEOEOOEO OOO OOOO OEOEOOOEOOOOE 


GOVERNMENT 
STATE 
MUNICIPAL 
HOUSING AUTHORITY 
PUBLIC REVENUE BONDS 





EQUIPMENT TRUST CERTIFICATES 


PUBLIC UTILITY, INDUSTRIAL 
& RAILROAD BONDS 


INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


MEMBERS 


New York Stock Exchange 
American Stock Exchange ( Assoc.) 
Midwest Stock Exchange 


48 Wall Street, New York 5, N. Y. 


SU 


PHILADELPHIA SAN FRANCISCO 








669 








BEtAeee = * 


re 


POTEM 























GoL_p OuTFLOW—FACcTOR 
IN FiscaL Po.uicy 


Behind the shrinkage of American ex- 
ports lies our high price level, which 
would have exerted a negative influence 
much sooner but for the peculiar circum- 
stances operating, since 1945, to main- 
tain a real value behind the dollar which 
was not, in fact, altogether warranted. 
There was a large urgent demand for 
goods and the only excess capacity was 
in the United States. Buyers will pay up 
in such circumstances. The long process 
of building up foreign production facili- 
ties would appear to have culminated in 
the boom of 1953-55; certainly the bal- 
ance of payments began to trend against 
us in 1956. The Suez crisis intervened in 
1957 to call a temporary halt; frightened 
capital raced ‘across the Atlantic, and 
Europe had to draw heavily on the dol- 
lar area, particularly for petroleum prod- 
ucts. The turn came late that year, when 
London adopted austerity. 

With this background, it is hardly re- 
markable that gold flowed back to Eur- 
ope in 1958, when we sustained our 
largest loss. Of course, this redistribu- 
tion is a good thing up to a point, in that 
it measures the success of Europe in in- 
creasing output and productivity, cor- 
recting currency overvaluations, and dis- 
carding cheap money policies. 

Prospects for much sustained improve- 
ment in the export picture are indeed 


bleak. The general level of costs in in- 
dustry and commerce, consisting over 
three-fourths of wages, salaries, and 
other employee compensation, is ex- 
tremely rigid. Significant wage cuts are 
rare except in response to mass unem- 
ployment. No Government policy harsh 
enough to effect as much as a 5% lower- 
ing of the price level would be tolerated 
by the present “liberal” spending Con- 
gress, given the current or foreseeable 
climate of thinking. As for agricultural 
exports, price umbrellas have been estab- 
lished under which producers of cotton 
and tobacco abroad are making severe 
inroads into our markets, and more than 
half the total volume of exported farm 
commodities is subsidized in one way or 
another. 

The current outlook is not reassuring, 
in that with European production well 
on the mend from the mild recession of 
1958, there may be less call abroad for 
our manufactured exports. Contrasting- 
ly, our import requirements are steadily 
rising. Our ability to produce is increas- 
ingly dependent on ability to import a 
long list of industrial raw materials, and 
our expanding economy will require im- 
ports of these materials at a faster rate 
than the growth of domestic production 
or sales. Moreover, imports of luxury 
items are climbing and are adding to the 
aggregate of foreign dollar holdings. 
Finally may be noted the successful in- 
vasion of foreign manufactures (notably 
autos) in domestic markets. Since erec- 
tion of trade barriers to curb such im- 
ports would only lead to retaliatory ac- 
tion abroad further reducing our ex- 
ports, steps along the line of Smoot-Haw- 
ley (1930) are not likely to be taken for 
some time to come. However, rising eco- 
nomic pressures will almost inevitably 
lead to a rise in protectionist sentiment. 

If the large surpluses of merchandise 
exports over imports are indeed a thing 
of the past, the balance of invisibles, 
which has been running at least $5 bil- 
lion against us yearly, becomes of the 
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greatest consequence.. Foreign aid and 
overseas defense, very considerable 
items, probably wil! not be greatly dim. 
inished in the near future and there js 
some talk of bigger outlays. They repre. 
sent an implementation of foreign policy 
on which national opinion at present 
seems fairly well united in support. But 
in the light of developing realities, com. 
mitments of this size, year in and year 
out, probably will not be indefinitely ap- 
proved. 


Foreign short-term dollar balances al- 
most certainly will rise substantially 
from present levels. Through their trans- 
actions with the United States, foreign 
nations, excluding Russia, have added to 
dollar holdings in each postwar vear 
with the exception of 1946. As a result, 
foreign owned short-term assets, such as 
deposits in banks and Treasury bills and 
certificates, increased from about $6 bil- 
lion thirteen years ago to $16.6 billion. 
Of this total, some $6.4 billion is held 
by foreign commercial banks, business 
firms, and individuals, largely as work- 
ing balances and reserves against con- 
tractual obligations to Americans. These 
private holdings cannot be used to pur- 
chase gold from the United States unless 
sold to the central banks of the countries 
concerned. In view of our declining ex- 
ports, the sums may be excessive for 
needs. The remaining $10.2 billion 
represents holdings of monetary authori- 
ties, a large part consisting of working 
balances to meet payment requirements 
or operate in exchange markets. Al- 
though the United States has no legal 
obligation to convert such holdings into 
gold, it has been the practice for over a 
quarter of a century to do so on demand. 


On paper, the United States gold stock 
is ample and our long term credits 
abroad an impressive $35 billion net. 
But the crux of the matter, our interna- 
tional liquidity, is not unlimited. Our 
monetary gold stock now stands at about 
$19,771 million compared with a high 
of $24,500 million in 1949 and $20.000 
million at the end of 1945; our “sur- 
plus” gold reserves (over and above re- 
quired reserves for member bank deposit 
and note liabilities) are some $7.801 
million, or less than the United States 
short term liabilities to foreign countries 
on official and private account. 


Our gold stock is now larger in rela- 
tion to the money and credit structure 
which the gold base supports than in the 
1920’s, about 8.3% of total deposits and 
currency. as against 8.2% in the mid- 
1920s. But a continued drain on gold 
will face Government with the following 
alternatives: (1) a deflationary course 
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can be adopted; (2) the gold reserve re- 
quirement of 25% coverage of note and 
deposit liabilities of the Federal Reserve 
Banks can be lowered, releasing more 
gold for export. (Some of the internal 
inflationary impact of this action could 
be softened by appropriate measures by 
the monetary authorities); (3) finally, 
sale of gold could be suspended, as for- 
mer Secretary of the Treasury Humph- 
rey stated might be done under certain 
conditions of stress, or the dollar could 
be devalued, either unilaterally or within 
the framework of a general raising of 
the world gold price. 

It is clear that in the absence of de- 
flationary steps, and with continuation 
of our present course, the domestic gold 
stock will sink, gradually or more rapid- 
ly, to a level where economization of the 
gold base in one way or another will be- 
come imperative. Such measures unhap- 
pily are mere palliatives, attacking symp- 
toms but not the basic disease, which is 
trade and exchange imbalance resulting 
from deep rooted economic maladjust- 
ments, stemming in turn from decades 
of fiscal extravagance, heavy necessitous 
spending, disorderly housekeeping, and 
national smugness. One must indeed be 
optimistic to assume decisive remedial 
action will be taken before the situation 
drifts to a critical phase. 

So much for the facts and the arith- 
metic. But, if monetary students have 
learned anything in the past 26 years 
since we left the gold standard, it is that 
practice is slower than theory, or to put 
it more simply, it takes a long, long time 
to bankrupt a great and productive coun- 
try. The politicians have been at it for a 
generation and have made visible pro- 
gress, but great strength remains. 

Present trends point to a crisis not too 
far ahead. Events may intervene to bring 
a change. Some compromise, or accom- 
modation, to circumstances may likely 
be made. If symptoms, rather than the 
disease, are attacked, the immediate dan- 
ger can probably be forestalled, albeit 
leaving our position weaker than it was 
to face the next strain. 

A. LESLIE GREEN 
E. F. HUTTON & CO. 
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SOUND VALUES IN Bonpbs 


The business pace may level off and 
we may see daylight in the fight against 
inflationary pressures, possibly also an 
end to deficit financing, a halting in in- 
ventory buildups and corporate earnings 
slowing down. If so it would be reason- 
able to expect some return to sanity in 
‘he security markets. Fixed-income se- 
‘urities may again be popular and astute 
nvestors may consider switching from 
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equities. There seems to be evidence that 
such a feeling is growing but as yet it 
has not reached noteworthy size. 


The tax-exempt market has given a 
reasonably good account of itself con- 
sidering the weight of new offerings. 
There seems to be concrete evidence that 
investors who have not been a factor in 
this market are looking at present yields. 
No one can state that we have reached a 
bottom, but we should not be too far 
away from it. Present yields are highest 
in over 25 years and this alone should 
bring inquiries. For the first time in 
months it seems as if demand is keeping 
pace with supply which, if continued, 
would augur well for the months ahead. 
It would not take too much to create an 
exuberant feeling because fundamentally 
tax-exempts are “dirt cheap.” 


The corporate market has recovered 
somewhat from the loss of a month ago. 
Recent new issues, especially first mort- 
gage utility bonds, have rallied as much 
as 20 basis points and while the general 
average has not changed materially, the 
feeling persists that a floor has been laid. 
It is too early to state that a major move 
is in store as much depends on action 
of the monetary authorities, but the 
writer has the feeling that things have 
been pretty well discounted and that for 
the balance of the summer there will be 
a strong underlying tone. 


The Government market has been ex- 
tremely dull and any possible news from 
Washington probably has been amply 
discounted. Recent Treasury announce- 
ment of $5 billion new funds through 
short-term securities was indifferently 
received. These issues should yield better 
than 4% and will greatly influence the 
short-term market, but there should be 
no serious effect in the long-term mar- 
ket. Congressional limitation of interest 
on Treasury bonds will have a distinct 
bearing on future markets. Sooner or 
later to put a damper on much of the 
inflationary aspects in the economy the 
long-term market must be tapped and 
the rate must be in line to be successful. 
Politicians interested only in votes take 
the attitude that interest rates have no 
right to rise in periods of high economic 
activity, and that credit controls should 
be established through increases in 
money supply. This attitude is influenced 
by the electorate they represent and 
based entirely on selfish interest. The 
future of Government markets depends 
entirely on Congress, consequently, until 
some reasonable solution to the Treas- 
urys problems is exposed we may ex- 
pect lethargy and investor resistance. 


In summary, while there is nothing to 


base one’s opinion on, the writer would 
rather take a constructive viewpoint on 
the bond market. To the long-term in- 
vestor seeking good income and possible 
capital gains a serious look is suggested 
at deep discount corporate and tax-free 
obligations where many high-rated issues 
can be purchased at discounts of twenty 
to thirty points and at fair yields. Gener- 
ally speaking, bond markets may be sub- 
ject to further adjustments but if our 
economy is to be preserved, long-term 
investors probably will not go too far 
wrong around present yield levels. 

Joun P. GouRVILLE 
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- Bonds in Common Trust Funds 


Total $606 Million 


The number of corporations whose 
bonds are held by one or more of the 
300 Common Trust Funds studied by 
Trusts anp Estates as of the fourth 
quarter 1958 valuation date (cf. T&E 
April 59, p. 342 and May p. 568) to- 
talled 520. This represents an increase of 
29 over the list included among the port- 
folios of the 245 funds tabulated a year 
earlier. The number of convertible issues 
held rose by 12 to a total of 64. The total 
dollar amount of corporate bonds in the 
300 funds was $606 million. 

Among the 89 restricted type funds 


(including legal, fixed income and bond 
funds) where $175 million of corporate 
bonds represent a larger percentage of 
the total portfolio than among discre- 
tionary-type funds, public utility bonds 
accounted for almost twice the dollar 
amount in industrial and financial cor- 
porations combined, and four times the 
amount in railroad issues. A comparison 
of these proportions for 1958 and 1957 
appears below. 


% of Total Corporate Bonds 


Type 1958 1957 
Pape Witty 57 53 
Industrial & Financial __. 30 31 
Railroad a 16 
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The corporations showing the greatest 
increase in the number of Common Trust 
Funds holding their bonds—including 
new issues during the year—were as 
follows: 


No. Funds Holding 


Corporation 1958 1957 
Sears Roebuck _______ 78 0 
oo eee 74 5 
Standard Oil (Ind.)_ 46 1 
Standard Oil (Cal.)_ 35 0 
BE AS Seoatiiines 43 16 


The total of governmental issues of all 
kinds—United States obligations, muni- 
cipals, tax authorities and Canadian— 
dropped in the 12-month period from 
$281 million to $259 million despite the 
fact that more funds and a larger com- 
bined portfolio total were included in 
1958. This resulted from sale or maturity 
of direct obligations of the United States, 
as the amount invested in municipals and 
tax authorities showed an increase. 


A AA 


Canada Trust Starts New Type 
Investment Fund 


Under a Declaration of Trust dated 
June 30, 1959, Canada Trust Co., Lon- 
don, Ont., has established an investment 
fund with separate equity and fixed in- 
come divisions. The Company acts as 
agent for the customers whio deposit 
monies in the Fund, which is designed 
for agency accounts, employer-employee 
savings plans and individuals seeking 
“an attractive, flexible means of invest- 
ing moneys at modest cost.” 

Purchase or redemption of units at net 
asset value is possible on the last business 
day of any month, when conversion of 
units from one of the two divisions to 
the other may also be made. Participants 
may invest a minimum of five units (ori- 
ginal value $20) in either division and 
as much more as they wish. 


A&A AoA 
New Deposit Receipts Available 


Chemical Corn Exchange Bank is now 
providing additional American Deposi- 
tary Receipt service, against deposit of 
ordinary shares of the following English 
and South African companies: Beecham 
Group (Food, Medicine and Pharmaceu- 
ticals) ; Stewarts and Lloyds (Engineer- 
ing and Steel Fabricators) ; The Fairey 
Co. (Aircraft Manufacturing) ; and Free 
State Geduld Mines (Gold) ; and for the 
capital stock of two German companies: 
Farbwerke Hoechst AG. (Chemicals and 
Plastics) ; and Rheinisch-Westfailisches 
Elektrizitaetswerk (largest Power Sup- 
plier in West Germany). 
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MEET THE AMERICAN SHAREHOLDERS 


Citing as causes the sustained high 
level of personal income over the past 
three years, a rising stock market, and 
broader public understanding of the in- 
vestment process, together with increas- 
ing concern over the chances of continu- 
ing inflation, the New York Stock Ex- 
change has come up with an estimate of 
a 45% increase in the number of share- 
holders in the United States since its last 
survey in 1956. This study, Share Own- 
ership in America: 1959, the third con- 
ducted by the Exchange in this area of 
interest, finds that nearly 12.5 million 
Americans now own shares in public 
corporations, or roughly one of eight 
adults. 


This very comprehensive presentation, 
effected through the assistance of cor- 
porations, their transfer agents, stock 
exchanges, brokerage firms and invest- 
ment groups, is broken down into too 
many segments to permit extended com- 
ment here. Salient features, however, are 
that new owners, those acquiring stock 
since 1956, have a median age of 35 
compared with 49 for the entire group, 
and seem to have a solid base of sav- 
ings, insurance and Government bonds 
aside from their stockholdings, as well 
as an average income of $6,900. The 
South Central and South Atlantic regions 
showed the largest percentage bulge in 
number of shareowners in this period. 
California remains second to New York 
in total shareholders but showed the 
largest state gain, with Pennsylvania 
moving into third and Illinois declining 
to fourth place. 


Other items of interest are that wo- 
men shareowners have increased their 
numerical lead slightly since the 1956 
report, with 52.5% of the individual to- 
tal, this trend having accelerated in the 
last three years. Housewives and non- 
employed adult women to the tune of 4 
million form by far the largest single 
occupational group, with a rise of one 
million since 1956. On the masculine 
side, managerial and professional repre- 
sentatives also increased in importance. 
Large cities reported greater share own- 
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ership at 28%, against 20% three years 
ago, with no explanation for the decline 
of shareholding in rural areas. 

There are slightly more than 1.2 mil- 
lion people holding investment company 
shares exclusively, or quadruple the 1956 
figure, indicating the intensive sales 
drive in this field. It is perhaps also note- 
worthy that the growing importance of 
employee stock purchase plans is attested 
to by the fact that some 2.5 million hold- 
ers, 21% of the total, acquired their 
first shares in this manner and that, since 
1956, 27% of new capitalists were intro- 
duced through this means, with some 1.3 
million now believed to be investing 
regularly in such plans. 

The officials of the New York Stock 
Exchange and the agencies which co- 
operated in this truly stupendous under- 
taking deserve the appreciation of the 
financial and investment community for 
this latest attempt to delineate the Amer- 
ican Shareholder, whose belief in the 
principles of democracy and capitalism 
makes possible the working of a free 
economy. 


Anp You Take Your CHOICE 


At the recent opening of the Insur- 
ance Company of North America’s new 
offices in New York City, President John 

Diemand expressed his company’s 
continued liking for high-grade tax-ex- 
empts in preference to equities, remark- 
ing that, although the business outlook 
for the balance of the year seems favor- 
able, “the stock market is certainly in a 
high range and we would look forward 
to erratic markets.” 


In view of INA’s $377 million posi- 
tion in common stocks out of its total 
valuation of $804 million 1958 year-end 
portfolio, this attitude may be signifi- 
cant, granted that each investment man- 
ager must follow a policy best suited to 
specific objectives. The company’s report 
shows that of $33.7 million new invest- 
ments during 1958, $25.6 million went 
into bonds, $3.2 million into preferreds 
and only $1.9 million into equities. ex- 
cluding $3 million additional capital 
placed in its life insurance affiliate. 


A glance at the portfolio furnishes an 
excellent illustration of why partnership 
participation on a long-term basis has 
become increasingly popular. While 
fixed-income holdings were declining 
$8.7 million during 1958, stocks appre- 
ciated $111.5 million and there remained 
an unrealized year-end profit of $342.5 
million in this category versus a shrink- 
age of $22.2 million in the other ac- 
counts. 


A conversation with James W. Brack- 
en, manager of INA’s portfolio, elicited 
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SHAREOWNERS BY INCOME 


*Total Shareowners of Public 
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the information that prospects for tight 
money with attractive bond’ yields point- 
ed toward continuation of present invest- 
ment policy. The rise in stock prices in 
the last decade, according to statistics 
cited by Mr. Bracken, has far outdis- 
tanced the expansion in such indices as 
GNP. corporation book valuation, con- 
sumer prices, index of production, hour- 
ly wages earned in manufacturing indus- 
tries, population and corporation profits, 
making new commitments at present 
levels relatively unattractive to INA as 
compared with a more liberal tax-free 
return. 


IIMF Equity CHANGES 


Since publication of the December 31, 
1958 stock portfolio of the Institutional 
Investors Mutual Fund, Inc.,* total as- 
sets have continued to expand, reaching 
$45.3 million at June 30, 1959. The 752.- 
900 shares of stocks represented a market 
value of nearly $42.5 million with an 
unrealized appreciation of $17.4 million 
over cost. Net asset value per share of 
the New York State mutual savings 
banks’ participation in the Fund was 
$213.64. This is an equity investment 
fund designed to produce the greatest re- 
turn with reasonable risk and stocks nor- 
mally represent around 93% of total as- 
sets, the current percentage being 93.7%. 

During the first half of 1959, addi- 
tional amounts of the following stocks 
already represented were bought: Amer- 
ican Cyanamid, duPont, Hooker, Conti- 
nental Can, Owens Illinois, Beneficial Fi- 
nance, General American, Halliburton, 
Peoples Gas Light & Coke, Continental 
Casualty, Hartford Fire and U. S. Fi- 
delity & Guaranty. In the utilities, more 
American Electric Power, Gulf States 
Utilities, Idaho Power, Kansas City 
Power & Light, Louisville Gas, and 
Texas Utilities were added. Three oils 
were increased, Continental, Louisiana 
Land, Shell Oil and 3,000 Shamrock Oil 
as an initial commitment. Southern Pa- 
cific made its bow in the rails, while 
Atchison went up 2,000 shares; Penney 
Was increased in the merchandising 
group, with 6,500 Sears Roebuck as a 
newcomer, while United States Steel was 
also bought. 

Comparatively few positions were 
lightened and only one eliminated, 
namely, Amerada. United Aircraft was 
cut in half, with reductions in McKesson 
& Robbins, Philadelphia Electric, Na- 
tional Dairy, United Carbon and Union 
Pacific. In the retail group, First Na- 
tional Stores and National Tea were 
pared down. 


*T&E, Jan. ’59, p. 38. 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 


(At Close of June 30, 1959) 


MARKET VALUE 
AIRCRAFT MANUFACTURING 





United Aircraft _..... $ 181,563 
(40%) —————— 
AUTOMOBILES 
General Motors -.............$ 308,250 
(.68%) —— 
BuILpiInc MATERIALS 
United States Gypsum _..$ 777,000 
(1.71%) ——————_ 
CHEMICALS 
American Cyanamid _..$ 397,500 
E. I. du Pont de Nemours 795,200 
Eastman Kodak __..... _ 1,288,125 
Hercules Powder _...... 744,000 
Hooker Chemical __... 281,125 
Pennsalt Chemicals —._..... 539,000 
Union Carbide —..._ 215,250 





(9.21%) $ 4,170,200 


CONFECTIONERY 
American Chicle ___. $800,000 
(1.77%) —————— 
CONTAINERS 
Anchor Hocking Glass _.$ 663,000 
Continental Can ___. 734,312 
Owens-Illinois Glass 530,000 


(4.25%) $ 1,927,312 
Druecs 
McKesson & Robbins —__. $ 963,750 


Mead Johnson _........ 1,358,500 
i 1,390,125 
Stecung Drug _._.___. 1,318,938 


(11.11%) $ 5,031,313 


ELECTRICAL EQUIPMENT AND ELECTRONICS 


General Electric —..._..... $ 481,500 
Westinghouse __.-. 160,650 

(1.41%) $ 642,150 

ELEcTRICAL UTILITIES 

American Electric Power. $ 731,250 
Baltimore Gas & Elec. _. 455,000 
Cincinnati Gas & Elec. _. 396,000 
Commonwealth Edison __- 412,125 
Cone; Edison Co. —.____. 374,250 
Gulf States Utilities —. 472,000 
bdahie- Power 22 624,375 
Kansas City Pr. & Lt... 384,000 
Louisville Gas & Elec. __... 518,000 
Northern States Power _. 350,625 
Oklahoma Gas & Elec. _ 488,000 
Philadelphia Electric _—_. 363,175 
Southern California Ed. _. 394,625 
Texas UGinies —.......... 621,000 
Virginia Electric & Pr. —. 625,500 
Wisconsin Electric Power - 329,625 


(16.63%) $ 7,539,550 
FINANCE 


Beneficial Finance __....- $ 713,275 
Commercial Credit _. 620,000 


(2.94%) $ 1,333,275 
Foops 


General Foods $ 1,107,812 
National Dairy Products _. 806,000 


(4.23%) $ 1,913,812 








SHARES MARKET VALUE 
INSURANCE 
6,000 Continental Casualty —__. $ 708,000 
3,200 Hartford Fire Insurance __ 599,200 
9,000 United States F. and G. _ 763,875 
(4.57%) $ 2,071,075 
MACHINERY 
3,000 Ingersoll Rand — $ 300,000 
(.66%) 
MISCELLANEOUS 
27,000 General American Trans- 
portation «ss «1,653,750 
5,000 Halliburton Oil Well 
Commins. oo 321,250 
(4.36%) $ 1,975,000 
NaTuRAL GAs 
7,000 Peoples Gas Light & Coke $ 411,250 
(.91%) —————— 
Non-Ferrous METALS 
3,400 Aluminum Co. of America $ 341,700 
(.76%) - 
OFrFicE EQUIPMENT 
28,500 Pitney-Bowes, Inc. $ 1,111,500 
(2.45%) 
_ Paper AND PuLp 
3,500 Crown Zellerbach _. $ 181,563 
(.40%) 
PETROLEUM 
15,500 Continental Oi] —. $ 856,375 
5,000 The Louisiana Land __. 273,125 
SO00 Wie Acs 328,000 
3,000 *Shamrock Oil and Gas __. 114,750 
Glue Meme See We 494,000 
S000: icky (OR td 569,250 
11,000 Standard Oil (N. J.) — 567,875 
6,500 Texaco inc. — 523,250 
10,000 United Carbon —..__. 762,500 
(9.90% $ 4,489,125 
RAILROADS 
15,000 Atchison, Top. & S. Fe _.$ 457,500 
1,500 *Southern Pacific — 110,625 
8,000 Union Pacific 277,000 
(1.86%) $ 845,125 
RETAIL TRADE 
1,500 First National Stores ___ $ 91,875 
1: jew Tee ee 950,250 
42,000 National Tea —..__.. 840,000 
5000 J. €. Pate 560,000 
6,500 *Sears, Roebuck —..__. 315,250 


(6.08%) $ 2,757,375 
STEEL 


7,500 Bethlehem Steel $ 420,000 
5,500 United States Steel 547,250 
(2.14%) $ 967,250 
TELEPHONE 
7,500 American Tel. & Tel. __. $ 601,875 
(1.33%) 
TIRE AND RUBBER 
6,700 Firestone Tire & Rubber _$ 958,100 
8,500 B. F. Goodrich — ~~. 826,625 


(3.94%) $ 1,784,725 
752,900 Tot. Com. Stock (93.70%) $42,461,988 


*New. 
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Bricut OuTLOoK 


At the halfway point of 1959, business 
is swinging along in high gear. True, the 
money market is firming up with rising 
demands but this bears out the accele- 
rated tempo of the economy. The foreign 
trade imbalance is a cloud on the horizon 
which could blow up a storm in time 
but, meanwhile, its implications tend to 
bolster expectations of advancing price 
levels which majority psychology chooses 
to translate into prospects of still higher 
stock prices. A decision in the steel im- 
passe has been deferred until mid-July 
but nobody seems concerned about 


thoughts of a possible work stoppage. 
While the rank and file of union members 
would of course honor a call, there is 
reportedly considerable adverse senti- 
ment toward a strike and Mr. McDonald 
has evidenced signs of some dismay at 
the adamant stand of management 
against any wage boosts which would 
add fuel to inflationary fires or worsen 
this country’s already deteriorated posi- 
tion vis-a-vis foreign production costs. 


Consumer durables demand is report- 
ed on the rise and estimates of capital 
outlays for plant and equipment are be- 
ing revised upward. All in all, that old 
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C@®NDENSED STATEMENT OF CONDITION, JUNE 30, 1959 





ASSETS 
Cash on Handandin Banks ...... 


United States Government Securities. ..... 273,255,908.50 

State, Municipal and Other Securities ..... 103,220,177.40 

Stock of the Federal Reserve Bank ...... « 3,000,000.00 

Loansand Discounts ...... at a, a: Oe 837,523,408.72 

Fe ee ee ee ee 3,909,537.97 

Other Real Estate ...«scececccceccecececece 1.00 

Other Assets . se * e* o e J o . . 7. J « e e _ . 6,617,726.85 
$1,403,430,187.53 

LIABILITIES 

Capital Stock ....e....-. $ #£=%22,500,000.00 

Surplus . . . . 2 «© © © « o 77,500,000.00 

Undivided Profits ... . 11,756,198.70 


- $ 175,903,427.09 








Capital Funds 


$ 111,756,198.70 





Painesville 
Berea e 





\. COMMERCIAL « 





DEPOSITS 
Commercial and Savings .. $1,248,188,673.76 
Estates and Corporate Trust . 35,700,466.25 
Total Deposits 1,283,889,140.01 
Accrued Taxes, Interest,etc. ......+-+ee-s 4,803,377.55 
DEE: 6°66 6 6 606 66 6 8 & 60 © « 2,981,471.27 
$ 1,403,430,187.53 


United States Government Securities carried at $117,788,339.80 are pledged tosecure U. S. Govern. 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Valuation Reserves. 


f° Ohio’s Largest Bank ‘\ 
‘ welcomes individuals and corporations 
seeking new or additional banking services. 


69 CONVENIENT OFFICES 
Northern Ohio: 

¢ Willoughby 

Lorain and 

Everywhere in Greater Cleveland 

SAVINGS « 


Largest branch banking system between New York and California 
% 710,995 DEPOSITORS 


Member: Federal Deposit Insurance Corporation 





¢ Bedford « Solon 





TRUSTS / 


Federal Reserve System 















feeling of confidence and exuberance pe. 
culiar to boom times is abroad and al. 
though it hasn’t yet appeared in head. 
lines that all our troubles are behind us. 
things seem to be pointing that way. 
However, it is likely that price tags for 
goods and money will both be creeping 
upward, with the Reserve authorities 
standing in the wings trying to be eflici- 
ent stage managers. Yes, second half 1959 
looks fine and, as of now, chances are 
that the momentum could carry well into 
1960. Even the Credit Policy Commis. 
sion of the American Bankers Associa- 
tion concurs in the outlook for “contin- 
ued economic improvement during the 
second half” in the 12 Reserve districts, 
although there is some concern over pos- 
sible rising costs and lower farm in- 
comes, along with uneasiness about too 
much “bullishness.” 

In June financial markets, stock prices 
continued to move ahead selectively, 
while bonds reflected upward pressure 
on money rates. 


While many investors have been pre- 
dicting enhanced interest in fixed-income 
securities as stock prices have moved into 
ever-higher ground, (and there has un- 
questionably been some switching of 
profits into this medium), majority psy- 
chology still remains on the side of se- 
lected stocks. How and when a swing to 
what appear to be some excellent bond 
values, both in current yield and built-in 
capital gains in low coupon issues, will 
come is only a guess. 


N. Y. Lecat List Expanps 


In the 1959 list of investments legal 
for savings banks and trust funds in 
New York State, corporate bonds of ap- 
proximately $1.8 billion par value com- 
prised the largest single group of the 220 
additions which totalled some $4.5 bil- 
lion. Of the gross increase in this group, 
new issues of companies previously in- 
cluded outscored newcomers by ringing 
up 73% of the total. 


Corporate bonds currently stand at a 
record high of above $39.3 billion and 
are subdivided as follows: 64 railroads 
—$6.8 billion; 154 electric and gas utili- 
ties—$18.3 billion; 25 telephone con- 
panies—$6.6 billion; 41 industrials— 
$4.7 billion; and 2 financial organiza- 
tions—$2.9 billion. 

Among the governmental subdivisions, 
obligations of the Provinces of Alberta 
and New Brunswick appear for the first 
time, while 26 revenue issues of public 
bodies sold for water, electric, gas 
sewer purposes to the tune of $17 
million were added to this segment. 
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Number 
of Shares Company 
. last year we provided over 125 — ee 
: 33,000 American Insurance Co. 
: solutions to the problems of 6,000 American Investment Co. of Illinois 
: 5,000 American Telephone & Telegraph 


25,000 Bendix Aviation Corp. 


: Estate Portfolio | °° “=== 





. 5,000 Boeing Airplane Co. 
: ‘ t z b ti 130,000 Chrysler Corp. 
5. D i Ss ri U i O Nn 10,000 Commercial Credit Co. 
n- 15,000 Container Corp. of America 
0 100,000 Douglas Aircraft Co. 
In 1958 Kidder, Peabody sold over 125 blocks of stock* 108,925  Duffy-Mott Co. 
bs which were owned by individuals and corporations other 11,200 Federated Department Stores 


74,925 —_- Florida Steel Corp. 
33,000 General Time Co. 
20,000 Gustin-Bacon Mfg. Co. 


a than the issuer. Many of these blocks represented parts of 
estate and trust portfolios, large and small. 








e- Our successful handling of their distribution and sale was 10,000 Hertz Corp. 
r based on Kidder, Peabody’s ability to find the appropriate 25,000 Interstate Power Co. 
» -: 6,000 Kern County Land Co. 
mi market for the type and number of securities held—and to 
; 30,000 Koppers Co. 
- make the most effective use of it. 10,500 Louisville Gas & Electric Co. 
dl Some of the blocks were Private Placements—a major 5,000 Northern Natural Gas Co. 
aus . . : 
to means of disposing of large blocks of stock. We offer broad 5,000 Panhandle Eastern Pipe Line Co. 
: : = P > 
nd knowledge and experience in determining how, when and we uae —— 
in : . ‘ ; . , , Inc. 
rr where to use this method and the best terms on which 16,400 Republic Stee! Corp. 
financing can be arranged. 5,000 Richfield Oil Corp. 5 
Others were Secondary Offerings which, in order to have 100,000 William H. Rorer, Inc. 
o~ ; a . Bsc k : = eae 9,000 Sears, Roebuck & Co. % 
maximum success, require national coverage, facilities, dis- - 
| : . lak : 106,150  Socony Mobil Oil Co., Inc. 5 
. tribution and the ability to place stocks in the hands of 10,000 Standard Oil Co. of California 3 
1p: strong individual and institutional buyers. 177,235 Standard Packaging Corp. : 
m- We are thoroughly familiar with the variety of techniques 150,000 Standard Pressed Steel Co. ‘ 
. ; 
“ for selling blocks of stocks on the floors of national stock — ee 
vil- 11,400 Union Carbide Corp. 
up, exchanges. 15,000 Union Electric Co. 
in- If you are facing problems of distribution and sale of an 10,000 United Gas Improvement Co. 
nb investment portfolio for an estate or trust, our partners 5,000 United Shoe Machinery Corp. 
: : boa te 3,500 Vick Chemical Co. 
be would be glad to discuss your particular situation at your 
ind convenience. Call or write the Resident Partner in the 
i ,. Kidder, Peabody office nearest you. There is no obligation. 
il- ogg 
ym- 
it kK Pp e Members New York, American, 
; Boston, Philadelphia-Baltimore, 
IDDER, EABODY & O. Midwest and Pacific Coast Stock Exchanges 
ns. FOUNDED 1865 
arta New York 5 - 17 Wall Street - HA 2-8900 - New York 17 - 10 East 45th St. - MU 2-7190 
“rst Boston 10 - 75 Federal Street - LI 2-6200 + Puitape.puta 9 - 123 So. Broad St. - KI 5-1600 + Cuicaco 3 - 33 So. Clark Street - AN 3-7350 
blic Los ANcELEs 14 - 210 W. 7th Street - MA 8-3271 - San Francisco 4 - 140 Montgomery St. - EX 7-4900 
or 
17 
\ TES 
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Economic Development 


“United Fruit Company enterprise has opened up vast areas of low, hot, 
humid and heavily forested terrain... It has supplied the basic facili- 
ties—roads, railways, port and communication facilities, electric power 
establishments, hospitals and schools ... It has introduced modern sci- 
entific agricultural methods and equipment, and has trained hundreds 
of thousands of local inhabitants in their use...” 


United Fruit Company 


General Offices: 80 Federal Street, Boston 10, Mass. 





This is the substance of a report on the 
Company’s contribution to the economic 
development of Middle America. Made by 
Sr. Galo Plaza, ex-President of the Repub- 
lic of Ecuador, and Stacy May, well-known 
economist, it is seventh in the independent 
research Series on United States Business 
Performance Abroad. NATIONAL PLAN- 
NING ASSOCIATION, 1606 NEW HAMPSHIRE 
AVE., N.W., WASHINGTON 9, D. C. 


COLOMBIA + COSTA RICA + CUBA + DOMINICAN REPUBLIC « ECUADOR + GUATEMALA « HONDURAS ¢« NICARAGUA + PANAMA 
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S&S . aan Seaway Wl Sour 


MIDWEST FOREIGN TRADE 


O. A. JACKSON 


Vice President, Continental Illinois National Bank and Trust Company, Chicago 


HERE ARE PROBABLY SEVERAL CON- 
con as to the precise area compris- 
ing Midwest U.S.A. However, for pur- 
poses of this discussion, we will concern 
ourselves with the impact of the St. Law- 
rence Seaway development on that im- 
portant section located roughly between 
Cleveland and Denver, and reaching 
from the Canadian border to the Gulf. 

Within this area live more than 50 
million people, approximately one-third 
of the nation’s population, approximate- 
ly 3 million of them employed in pur- 
suits identified with export-import activi- 
ties. Further, it is estimated that the 
midwest accounts for close to 50 per cent 
of the nation’s total annual $28 billion 
international trade volume. 

It is significant that all this was large- 
ly true even before the St. Lawrence 
Seaway opened this spring. 

Despite its importance in world trade, 
Midwest U.S.A. has never been widely 
recognized as a major factor in that field, 
even though the elements of its great- 
ness have been unfolding steadily for 
some years. Historically this area has 
been regarded as largely agricultural, 
with lesser recognition of its industrial 
and manufacturing resources, But in fact 
Midwest U.S.A. has been active in inter- 
national trade since before the turn of 
the century, with two world wars giving 
dynamic momentum to the movement. It 
was this growing confidence of its inher- 
ent potentialities that “cracked” the de- 
pression which enveloped the entire na- 
tion in 1931, and which found expres- 
sion in the highly successful “Century of 
Progress” expositions held in Chicago 
in 1932 and 1933. 

Thereafter there developed a growing 
consciousness of the responsible role 
which the midwest seemed destined to 
assume, not only in the domestic econ- 
omy but also in the important process 
of helping develop a world that was be- 
coming progressively independent. 

_ At about this period the St. Lawrence 
Seaway project was first seriously enter- 
tained. From the moment the “go ahead” 


Jury 1959 


decision had been reached, its impact on 
the midwest economy became increasing- 
ly noticeable. It was as though a seaway 
“beacon” had suddenly focused global 
attention on the Great Lakes Ports and 
the related inland waterways. A vast 
consumer market and the productivity 
of the great midwest began to move sud- 
denly into closer contact with the out- 
side world. 

Obviously it will be several years be- 
fore the Sag Canal-Inland Waterways 
development will be consummated, but 
no one questions the ultimate contribu- 
tion this will make to trade activity. 
Meanwhile, more active use of Seaway 
facilities is being retarded by lack of 
realistic export-import rates to and from 
Gulf ports, affecting movements between 
interior points. 


New Facilities to Spur Trade 


But this problem, too, will be solved. 
The nation’s population will increase by 
25 million persons within the next dec- 
ade or so, placing greater dependence 
upon imports. This means that all avail- 
able means of transportation eventually 


cucase 
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Largest map ever made of the St. Lawrence Seaway, a 29-foot panorama showing locks 


will be actively utilized. It is noteworthy 
that several large trucking organizations 
have set up services to transport substan- 
tial quantites of freight to and from 
Great Lakes ports at rates designed to 
encourage more active use of the Sea- 
way; similarly, it is anticipated that 
railway lines serving the Great Lakes 
ports will work out a realistic schedule 
to stimulate Seaway traffic. 


Recent expansion of port facilities 
along the Seaway has been most encour- 
aging. At the western end of Lake Super- 
ior, for example, the International Du- 
luth Seaport Corporation has been es- 
tablished with a capital of $100 million 
— evidence of the confidence which in- 
vestment interest holds in future pros- 
pects for the Lake Superior area. Grain, 
flour, dried milk, cheese and soya bean 
products will thus move more actively 
from this area. 


At the Port of Milwaukee there is 
under way another tremendous program 
stimulated by the Seaway, calling for 
substantial sums for roadway develop- 
ment to facilitate merchandise movement. 





and elevations above sea level, prepared by Continental Illinois National Bank and Trust 
Co. in its exhibit at Chicago International Trade Fair. 
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Just south of Milwaukee is the Port 
of Kenosha, already receiving ships from 
overseas and moving ahead with an ex- 
pansion program involving several mil- 
lion dollars. This will be the port of en- 
try for English and German food im- 
ports. 

Michigan, with its 1,000-mile inland 
seacoast, has likewise begun taking ad- 
vantage of these new trading opportuni- 
ties. Fresh fruits are moving for the first 
time by Seaway to European ports, and 
several manufacturing plants are using 
the lower-cost transportation now avail- 


able. 


Greater Chicago on the March 


Within the Greater Chicago area 
there are many other examples. Several 
manufacturers have established large 
new suburban plants where economies 
from more efficient production will per- 
mit them to compete more successfully 
overseas. World market studies are also 
underway, reflecting determination to ex- 


Grace Line’s “Santa Regina,” the first American registry ship through the Seaway, drew a 


Resources and Will at Hand 


Banking institutions equipped to ren- 
der international financing services are 
now readily available throughout the 
midwest. Our bank, as a contribution to 
this expansion trend, has prepared a 
brochure, “Seaway Services in Bank. 
ing,” which includes information regard. 
ing facilities available to businessmen 
interested in any phase of foreign trade 
or investment activity. We have also en. 
listed the cooperation of more than 100 
senior executives of correspondent banks 
in the Greater Chicago area to bring 
such services to their home communities, 


It has been our observation during 
recent years that an increasing number 
of important visitors from abroad are 
spending much time in the midwest, due 
to the realization that it must now be 
recognized as an area of growing eco- 
nomic significance. 


When one speaks of the national econ- 
omy or an area within a nation, one 





ne 


noisy welcome on arrival in Milwaukee on May 3. The 15,000 ton, 439 foot craft’s return 
destination was Central and South America. 


ploit this new opportunity in expanding 
global markets. 

Dealer establishments are being set up 
in warehouses adjacent to the Chicago 
port area, in such product fields as steel, 
glass, essential raw materials and various 
consumer items. Heretofore these goods 
were purchased through agents in more 
remote centers, or imported directly 
from abroad. However, lower costs 
through use of the Seaway have encour- 
aged this new trend. 

Technological and cost studies have 
also resulted in import of substantial 
quantities of parts from overseas sources, 
with unit prices for the assembled prod- 
ucts having become more competitive. 
Much of this imported material is ar- 
riving via the Seaway. 

Port of Chicago authorities are plan- 
ning large expenditures to develop even 
more extensive port facilities to tie in 
with the new superhighway network to 
speed merchandise movement into and 
out of the area. Long-range planning, 
which includes provision for increasing 
use of air transportation, seeks to pro- 
vide Chicago and the adjacent area with 
every possible facility. 


probably has in mind its investment po- 
tential. Usually when an investment is 
contemplated, there is accompanying 
concern about what degree of satisfac- 
tory “climate” may or may not exist 
within that specific area. 

Some of the more important consider- 
ations in the formula for decision are: 


—Adequacy of productivity. 

—Expanding consumer market. 

—Diversification of industry. 

—Availability of essential service fa- 
cilities. 

—Adequacy of capital, with a sup- 
porting reservoir to meet expanding 
needs. 

—Availability of technical know-how, 
with related research. 

—Progressive attitude, and ready 
adaptability to change. 

—Spirit of resourcefulness and ima- 
gination capable of creating new 
methods, new products and neW 
ideas. 

—Positive viewpoint in determination 
of basic decisions. 


Midwest U.S.A. inherently possesses 
all these qualifying attributes, which are 
now being strengthened through the 1 
centives and opportunities provided by 
the St. Lawrence Seaway development. 
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Face of a Mighty Dam... 


oe 
10- 2 


4 there’s more to Cities Service 
st f than meets the eye! 


ASH s : ° ‘ 
er ere Wy Ld Factories hum... jobs are created... com- 
merce thrives, thanks to abundant, low-cost 
power. Viewing the face of a dam, however, 
these facts are often forgotten... obscured by 
the mighty spectacle of the dam itself. 

Also forgotten ... if known at all... are the 
facts of oil company enterprise, making it pos- 
sible to drive confidently into a service station 
with an order to “fill ’er up.”” Who thinks then 
of far-off drilling crews, thousands of miles of 
ow. pipelines, giant refineries, a fleet of supertank- 

ers, or modern research laboratories ? 
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ady ; MEA ’ Yet the job could not be done without all these 
Where dams go, things hi To do i aie - h ab 
om grow. Floods cease, irriga- things. 0 do its share in serving the nation, 
n : tion begins. Farms spring Cities Service has invested a billion dollars in 
ae up... towns develop... and modern facilities...and to be ready for the even 
6 factories hum with new- bigger job of tomorrow, it is constantly expand- 
- found, low-cost power. ing. In two years, Cities Service has spent over 
$350 million on its progressive program. 
ory at Only in this way can America be given what 
ssés ie Osan ond it must have for progress—more jobs, more and 
are jeeere+ WORKING FoR progREss better petroleum products. 
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INVESTING-FOR MUNICIPAL PENSION FUNDS 


JAMES F. ENGLISH, Jr. 





Assistant Vice President, Connecticut Bank & Trust Company, Hartford 


UNICIPAL PENSION FUNDS ARE NOW 
M a big business; in the State of 
Connecticut alone over 60,000 state and 
municipal employees, or 95% of the 
total, are covered by state or local gov- 
ernment pension plans. Bureau of Census 
figures for 1957 reveal that the state’s 
eleven largest cities had total pension 
plan receipts of over $7,000,000 and pay- 
ments of over $5,000,000, with cash and 
securities of $17,000,000. Investment of 
these funds should receive our careful 
attention. 


In talking to various municipal 
officials concerning investment of pen- 
sion funds, one legal limitation is that 
which restricts the funds entirely to U. S. 
Government obligations. No doubt this 
approach affords maximum protection 
to principal, if bonds are held to ma- 
turity. Also, this protects the official or 
board charged with investment decisions 
from criticism should some less secure 
investment turn out unsatisfactorily. On 
the other hand, it may be questioned 
whether this approach is really getting 
the maximum use out of the investments. 
Would it not be possible to invest at least 
part of the funds in entirely conserva- 
tive and prudent securities which will 
afford a considerably higher rate of re- 
turn? Although considerably less at the 
moment, the traditional spread between 
yields on governments and high-grade 
corporates of comparable maturity is 
roughly 1%. A difference of 1% in yield 
on a pension fund can mean an ultimate 
difference of 25% in benefits to be paid 
or in cost to the employer. Surely such a 
difference in results is worth consider- 


ing. 
Liquidity Can Be Overstressed 


We have all heard about the great im- 
portance of liquidity in investment of 
pension funds, and surely marketable 
governments afford a high degree of 
liquidity but this emphasis may have 
been a bit overdone in recent years. Re- 
quirements naturally will vary with the 
retirement plan but if it is set up on an 
actuarially sound basis and if the re- 


From address before Municipal Finance Forum 
conducted April 9, 1959 by Connecticut Bank & 
Trust Co. 
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tirement pattern is anywhere near even, 
one will find that annual contributions 
together with investment income almost 
invariably exceed annual payments. For 
this reason, new cash provides most, if 
not all, the liquidity necessary for pay- 
ments going out. 

Another common approach frequently 
required by enabling legislation is that 
investments be limited to those legal for 
savings banks in Connecticut. We have 
no criticism of the elaborate mechanism 
of savings bank investments which exists 
in this and most other states but we do 
feel that it is inappropriate to the aims 
of most pension funds. 

First, it is difficult to understand just 
how to apply the restriction to a pension 
fund. Does the restriction, for instance, 
limit the pension fund not only to sav- 
ings bank legals, but also to the maxi- 
mum amounts of each category to which 
a savings bank is restricted? Or does it 
mean that the fund can invest any por- 
tion of its assets in a type of investment 
so long as it is legal for savings banks? 
If the limitation as to amounts does not 
apply, then we are faced with the 
paradox that the fund could invest 100% 
of its assets in bank stocks, but could not 
buy a single insurance or public utility 
common stock. If we decide, as have 
most conservative officials, that the sav- 
ings bank restrictions apply both as to 
type and as to amount, then we are 
faced with several more difficulties. In 
the case of bank stocks, the maximum 
amounts are measured in terms of sur- 
plus and profit and loss, or in terms of 
deposits, both of which terms are in- 
appropriate to a pension fund. In the 
category of utility preferreds, a savings 
bank is limited to 14 of 1% of total 
assets in any single company. If ap- 
plied to a small pension fund, this would 
result in holdings which by our stand- 
ards are inconveniently small. 

In short, we very much prefer the 
flexibility permitted by Connecticut 
statutes for trust funds which permit 
such investments as a prudent man would 
purchase. 


Flexibility and Equities 


If investment of a municipal pension 


fund is to be governed only by the flex- 
ible and discretionary requirements of 
the prudent man rule, what role should 
be played by common stocks? The mem. 
tion of common stocks these days almost 
always precipitates discussion of infla- 
tion. The matter of counteracting infla- 
tion with respect to pension funds, how- 
ever, is really two problems. First, the 
retirement plan itself, that is, the actual 
schedule of benefits to be enjoyed by the 
participants) must afford some protec- 
tion against declines in the purchasing 
power of the dollar. 

Most pension plans try to keep up with 
inflation during the working career of 
the participants by relating retirement 
benefits to the salary level averaged over 
the last few years of employment. This 
helpful approach, does not help to 
counteract the possible inflationary trend 
after retirement. Some plans have tried 
to achieve this by relating benefits of a 
retired employee to the changing salary 
levels of those still employed in the same 
job classification. 

I am always just a little bit leery when 
people start advocating common stocks 
as a hedge against inflation. I have 
noticed that people tend to pull out this 
argument just when stocks are so high 
that some added justification is needed 
for their purchase. In other words, it 
seems a pity that the observation con- 
cerning common stocks being a_ hedge 
against inflation tends to appear in the 
public consciousness only in upper level: 
of a bull market. It’s a pity because | 
feel common stocks do indeed represent 
such a hedge and in many _ instances 
“something more” besides. 

Shares of companies with large de- 
posits of some essential natural resource 
provide a rather obvious hedge against 
inflation. As the prices of oil, iron and 
timber rise, naturally the asset values of 
companies which own oil reserves, 0F€ 
bodies and timberlands tend to increase 
proportionately. 

But even the stocks of companies 
which do not own ore, oil or timber but 
which process or manufacture some 
essential product also tend to keep pace 
with inflation. Let us return to our pen 

(Continued on page 701) 
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(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 
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1956 1957 1956 1957 1958 1959 1956 1957 1958 i959 
—— End of Month Range for Period______ — 
1959 1959 1958 1959 1951-58 
Pe ey jee ‘Meee | Mbdow 1946-50 1941-45 1931-40 1919-1930 
1. U.S. Government Bond: Yields 
3-Year Taxable Treas. 4.54 4.24 2.15 4.54-3.72 4.10-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. _...----- ss % 4.50 4.32 2.54 4.50-3.87 4.12-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _.._----————« % 4.38 4.32 2.92 4.38-3.86 4.01-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 __._-_---—=—=————‘ 4.21 4.13 3.03 4.21-3.77 8.86-2.21  2.48-1.96 2.48-2.08 (a) (a) (a) 
Victory 214s, 12/15/72-67 _-----—._ % 4.10 4.05 3.02 4.10-3.76 3.83-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
34s, 1983-78 % 4.08 4.05 3.26 4.09-3.83 3.84-2.59 (b) (b) (b) (b) 
3s, 1995 % 3.83 3.85 3.22 3.88-3.65 3.68-2.94 
2%. Worporate Bond Yields 
Aaa Rated Long Term —_-_-_--_ ss 4.47 4.43 3.62 4.47-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term % 4.59 4.53 3.81 4.59-4.20 4.31-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ———_......... % 4.71 4.70 4.00 4.72-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —__-_----SSE—sé 5.05 5.02 4.54 5.05-4.82 §.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. ‘Tax Exempt Bond Yields 
Aaa Rated Long Term % 3.45 3.31 2.78 3.45-3.06 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term % 3.73 3.57 3.01 8.738-3.21 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term —————---_—_ % 3.97 3.83 3.20 3.97-3.53 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term ——-------— > 4.38 4.20 3.84 4.38-3.92 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade % 4.71 4.64 4.22 4.71-4.36 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade __-_-._------—-_ % 4.99 4.94 5.13 4.99-4.78 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade % 447 4.39 4.12 4.48-4.28 4.67-3.46  3.92-8.27(e) (e) (e) (e) 
Medium Grade __.-_-_-_-_-_--SSE—s« 4.88 4.73 4.56 4.88-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.85 4.75 4.38 4.87-4.55 5.00-3.78  4.24-3.40(e) (e) (e) (e) 
Medium Grade ——___. % 4.96 4.94 4.75 5.00-4.87 §.34-4.18 4.65-3.69 (e) (e) (e) (e) 
&. Common Stocks 
125 Industrials—Prices (g) $187.48 188.58 144.74 188.58-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) ——_____ 5.80 5.80 5.76 5.80-5.68 5.94-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrialsk—Yields _...----——s«vO% 3.09 3.08 3.98 3.28-3.08 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 


(e)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. 

(f)—125 Industrials Averages date from Jan. 1, 1929. 

(g)—Dollars per share. 
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FOREIGN OPERATIONS OF U.S. CORPORATIONS 


Compendium from Annual Reports — Part 2 


UBLICATION OF EXCERPTS OF CORPO- 
e reports relating to foreign oper- 
ations of U. S. manufacturing compan- 
ies. initiated in the June issue, is con- 
tinued herewith. As noted in the fore- 
word, the great resurgence of the econo- 
mies of many foreign nations—and par- 
ticularly those comprising the E.E.C., 
or “Common Market”—poses exception- 
al opportunities and challenges to Amer- 
ican industry and to our political econ- 
omy. 

As one company remarked: “The fu- 
ture clearly points toward reduction in 
export activity and an increasing ten- 
dency to establishment of new manufac- 
turing facilities overseas . . .”. Whether 
this is true of a majority of companies 
and industries depends largely on their 
ability to introduce new and improve old 
products at competitive prices, either by 
greater efficiency at home or by partici- 
pation in the advantages of foreign man- 
ufactory. 

The competition of the new European 
and other foreign production facilities, 
often more modern than our average 
plant, will necessitate re-evaluation of the 
efficiency of American machines and 
men, and realistic adjustment of costs 
and taxes. Demands for higher tariff 
walls and lower quotas can be expected 
from some managements as well as labor 
as we continue to out-price our goods 
not only in world markets but in this 
country. This would almost surely aggra- 
vate our problem, for no one yet has 
built a wall with only one side. 

Investors and financial analysts will 
wish to pay more attention and give fresh 
evaluation to the position of American 
companies abroad, not only because of 
market opportunities in the fast-growing 
industrialization and living standards of 
many Free-World countries, but also be- 
cause, as a leading U. S. manufacturer 
observes: “We have found it advantage- 
ous to step up increasingly the inter- 
change of visits by management and 
technical personnel between the home 
office and foreign associated companies.” 
Which company has the advantage: one 
taking advantage of foreign economies 
and know-how, or one that has decided 
against “bucking the competition” of the 
Common Market where some competitors 
already have profitable operations? 


JuLy 1959 


World-wide production of cars, trucks and tractors by Ford and subsidiaries was approxi- 





mately 2,160,000 units in 1958 and employment outside the U. S. averaged about 88,000 
in 1958, the major manufacturing operations being conducted at Dagenhem, England and 
Cologne, Germany. 





Far reaching and serious considera- 
tions are involved and we will doubtless 
see realignments that foster growth of 
some U. S. companies and products 
while reducing the markets for others. 
Just as British investment in America, 
beginning a hundred years ago, brought 
profitable returns in our expanding mar- 
kets, so may American foreign invest- 
ment today, particularly where currency 
and political stability obtain. Further ex- 
cerpts from annual reports, relating to 
foreign production facilities—other than 
Canada, where such investments are the 
general rule—are published below. 


AUTOMATIC CANTEEN CO. OF 
AMERICA 


Canteen has become a_ world-wide 
operation with establishment of 
operations in Havana, Frankfurt (Ger- 
many), Stockholm, and recently com- 
pleted plans to operate in London. Thus 
far, due to starting up costs, foreign 
operations are not contributing to profits, 
but we believe they have a substantial 
long term potential. 


CLEVITE CORP. 


Semiconductor operations in Germany 
doubled in sales and tripled in profit. 
Construction of a new plant for the com- 
pany (Intermetall of Diisseldorf) at 


Freiburg, is partially complete, and first 
manufacturing operations have started. 
Intermetall acquired by Clevite in 1955 
has since become one of Europe’s leading 
semi-conductor producers . .. supplies 
transistors and diodes for radio, tele- 
vision, and other commercial and mili- 
tary applications. 


COCA-COLA CO. 


Now marketed in more than one hun- 
dred countries — the largest distribu- 
tion of any trade-marked food product 
in history ... Foreign syrup and con- 
centrate plants (are located in): Argen- 
tina, Australia, Belgium, Brazil, Chile, 
Columbia, Cuba, England, France, Ger- 
many, India, Italy, Japan, Mexico, South 
Africa, Spain and Uruguay ... Net 
assets of subsidiaries and _ branches 
operating in foreign countries equal 
$60.1 million. 


CINCINNATI MILLING MACHINE CO. 


Cincinnati Milling Machines Ltd., Eng- 
land. 1958 was the first full year of 
operation in the enlarged and modern- 
ized plant. Three new design machines 
are well established in production, and 
additional sizes have been tooled. 

Heald Machines Ltd., England, has 
completed a full years sales and ship- 
ments of four models of Internal Grind- 
ers and Boring Machines, 

Hordern, Mason & Edwards Ltd., Eng- 
land, recently expanded facilities, 
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Cincinnati-Nederland N.V., Holland, 
build cylindrical, centerless, cutter grind- 
ers, and milling machines generally com- 
plementary to the lines of British Cin- 
cinnati. 1958 was the fifth year of pro- 
duction in the Holland plant. 


COLGATE PALMOLIVE Co. 


Foreign sales established another new 
record . . . Domestic and foreign sales 
were as follows: 





1958 1957 
Domestic 
sales __........$271,322,000 $268,715,000 
Foreign 
OS et ae 262,725,000 238,195,000 
World-Wide 
gales .......: $534,047,000 $506,910,000 


Domestic income was $7,180,000 in 1958 
as compared with $6,946,000 in 1957. 
Earnings of foreign subsidiaries totaled 
$13,986,000 and $12,984,000 (respective- 
ly), reflecting another record year of 
operations. Adjustments arising from 
conversion of foreign curencies reduced 
earnings by $1,258,000 in 1958 and by 
$960,000 in 1957. 


Additions at overseas location totaled 
$9,870,000 and included major expendi- 
tures. on new facilities in Switzerland, 
South Africa and Australia and on a 
second detergen plant in Italy. 


Net income from domestic operations 


Dividends received from foreign subsidiaries — 


ES SR ARPES RE 0s EE eS oe 
(Per share of common stock) —_-.... 
Earnings retained by foreign subsid. - 


Consenaatea net income 
Per share of common stock __.......__- 





Koninklijke Maatschappij “De Schelde,” 


a C-E licensee located at Vlissingen, Hol- - the 


land. Manufacturing plants in Man- 
chester, England; Paris and Roubaix, 
France; Stuttgart, Germany. 


CORN PRODUCTS CO. 


Our ambition for 1958 was to enlarge 
the scope ef operations in an expanding 
world economy. 


Corn Products International today has 
processing or packaging plants in 18 na- 
tions. All international affiliates showed 
an increase in sales volume ... an 
overall increase in profit . . . increased 
our majority interest in C. H. Knorr 
A.G., Germany, and in Knorr Nahrmit- 
tel, Switzerland. 


Full utilization of new plant facilities 
in Manchester, England was achieved 
and program of complete modernization 
of plant equipment throughout Europe 
continued. 


Latin American volume continued to 
increase and profits were maintained at 
a healthy level, despite currency devalu- 
ations. Completion of new plant at Cali, 
Colombia is expected early this year and 
plant capacities in Brazil and Mexico 
are again being increased. Steps are be- 
ing taken toward construction of a fac- 
tory in Uruguay. 











1958 1957 
ey eT $ 7,180,000 $ 6,946,000 
8,131,000  —_ 7,473,000 
Phe nag Lt $15,311,000 $14,419,000 
Wing 2s Ae es ($5.93) ($5.60) 
5,855,000 5,511,000 
___.. $21,166,000 $19,930,000 
ee MR lot $8.27 $7.81 


THE COMPANY INVESTMENT AND EQUITY IN NET ASSETS: 


Investment Equity 
1958 1958 
Western lemianiiere $ 6,061,000 $31,022,000 
Great Britain and Continental Europe —...__________-- 2,848,000 27,051,000 
vee nee eee South Afric —_ 2,179,000 10,000,000 
EESTI ase ee $11,088,000 $68,133.000 
DOMESTIC & FOREIGN INCOME ACCOUNTS (millions) 
Domestic Foreign 
1958 1957 1958 1957 
$271.3 $268.7 $262.7 $238.2 
SU ee ee: 146.2 148.3 137.6 
ES 107.5 85.0 75.3 
Operating expenses, ete. 
14.3 15.0 29.4 25.4 
Provision for income taxes G1 8.1 15.4 12.4 
news OC Ta $$ %9 $ 14.0 $ 13.0 


COMBUSTION ENGINEERING, INC. 


The S.S. Rotterdam, flagship of the 
Holland-America Line . . . is powered 
by four C-E Boilers built by N. V. 
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In South Africa we are participating 
in construction of a plant at Durban to 
package cane sugar. 
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From General Motors report. 





1958 1957 
Profit From 
Domestic & Can- 
ada Operations $47,858,127 $43,546 414 
Income From In- 
ternational Sub- 
sidiaries, Affili- 


ates & Branches. 11,936,105 17,474,140 


CORNING GLASS WORKS 


Through wholly owned subsidiaries 
Corning holds substantial minority in- 
terests in manufacturing companies in 
Argentina and Brazil . . . large minor- 
ity interests in manufacturing companies 
in Chile, England and France and in a 
refractory manufactury in France. 
These foreign companies are not con- 
solidated. 

Despite devaluation of foreign curren- 
cies, Corning’s share of the combined 
earnings of these foreign subsidiaries 
and associated companies amounted to 
$577,737 for fiscal 1958 and $818,155 for 
1957. Dividends from foreign associated 
companies amounted to $263,157 in 1958 
and $187,069 in 1957. 

The English associate, James A. Job- 
ling & Co. Ltd., acquired Quickfit & 
Quartz Ltd., a leading fabricator of 
laboratory and industrial glassware in 
Great Britain from glass supplied by 
Jobling. ... 

Cristalerias Rigolleau, the Argentine 
associate, to expand and modernize man- 
ufacturing facilities. 

Corning is constructing a branch plant 
for bulbs for television picture tubes 
near Sydney, Australia. 

Equity in net assets of foreign asso- 
ciated and subsidiary companies was 
$4,417,490 in excess of the companies’ 
investment at December 31, 1958 . . 
share of undistributed earnings for fiscal 
year estimated at $314,580. 


CRANE CO. 


New iron foundry adds to manufactur- 
ing facilities in England, and will in- 
crease annual production of castings by 
4,000 tons . . . Ipswich Works, England, 
(produces) valves, fittings, boilers, radi- 
ation materials. 

Earnings of Crane, Ltd. (Great Brit- 
ain) for 1958: $2,321,315; dividends 
paid (to its Canadian parent): $1,957, 
703. Net assets included in the consoli- 
dated balance sheets: $13,773,375. 
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CUTLER-HAMMER, INC. 


Cutler-Hammer Mexicana, the manu- 
facturing subsidiary of Cutler-Hammer 
International in Mexico, has continued to 
grow . . . Licensees in England, Aus- 
tralia and Canada are increasing their 
range of products and we anticipate con- 
tinued expansion . . 


DAYSTROM INC. 


Completed plans for a plant in Eng- 
land... Foreign operations now slightly 
over two years old, ended the year profit- 
ably. Currently we also have operations 
in Switzerland and Germany. 


DEERE & CO. 


Factory in Monterray, Mexico is now 
assembling tractors and manufacturing 
farm wagons, rotary hoes, disk harrows 
and tool carriers ... Because of the seri- 
ous shortage of tractors, assembly opera- 
tions are being carried on in rented 
quarters in Rosario, Argentina, until the 
new plant is complete. 

Sales by Heinrich Lanz Co. (85% 
owned subsidiary) of West Germany 
totaled $35 million in the twelve months 
ended October 31, 1958 and were 5% 
less than the preceding period. 

Products manufactured in foreign 
countries frequently can be priced lower 
than goods imported from North, Amer- 
ica. In order to share in the growing 
world market for farm equipment, John 
Deere Intercontinental, S.A. has been 
studying the advantages of establishing 
manufacturing operations in several for- 
eign areas where it has been most diffi- 
cult to sell products made in the United 
States and Canada. 


DIAMOND ALKALI Co. 

Licensing arrangements with chemical 
producers in England, Holland, Sweden, 
Italy and Germany . . . are expected to 
become a growing source of income and 
create opportunities for participation by 
technical personnel in world-wide activ- 
ities. 

At present foreign manufacturing 
operations are carried on only in Mexico 
... Construction has started on a mod- 


ern DDT plant at existing properties 
there, 


DIAMOND GARDNER CORP. 


Our English subsidiary, The Hartmann 
Fibre Co. Ltd., engaged in manufacture 
0 molded pulp products, continued to 
show a healthy growth with new records 
in sales and profits, A $4,000,000 plant 
‘Xpansion is underway. 


DICTAPHONE CORP. 


Removal of cylinder manufacture to 
Great Britain ... Our British subsidiary 
Purchased a new building in Acton at a 
cost of $188,000. 

Net assets and net earnings of the 
British subsidiary represent approxi- 
mately 12% of consolidated net assets 


Juty 1959 


and net earnings for years 1957 and 
1958. 


DOW CHEMICAL CO. 


Our associated company in Japan, 
Asahi-Dow Limited, completed expansion 
of its polystyrene plant and was taking 
increased quantities of Dow styrene. Also 
Polychem Limited, in which we own 
stock, began production of Styron in 
Bombay . . . The Company also has a 
50% interest in certain foreign com- 
panies, 


DRESSER INDUSTRIES, INC. 


Assets of consolidated foreign sub- 
sidiaries amounted to $18,656,848 at Octo- 
ber 31, 1958, and net earnings amounted 
to $3,555,555 for the year of which 
$126,920 was distributed to the Com- 
pany. 

Overseas licensees of Dresser A. G., a 
foreign subsidiary, make for great flex- 
ibility in that equipment can be manu- 
factured in several locations and sold 
for almost any currency. In England, Se- 
curity Rock Bits, Ltd., turns out drilling 
bits; Woodfield Rochester manufactures 
Ideco rigs; Pulsometer Engineering pro- 
duces Pacific and Ideco pumps; Ruhr- 
pumpen plant in West Germany manu- 
factures Pacific pumps; Nuovo-Pignone 
(Italy) makes Ideco’s drilling rigs; Can- 
tieri Navali Riuniti (Italy) manufac- 
tures Clark compressors; Netherlands 
plant of Stork & Co., Hengelo, produces 
Pacific pumps; Batignolles-Chatillon, 
(France) turns out Pacific pumps and 
Ideco products; and Schoeller Bleckmann, 
Vienna, produces Ideco equipment. 


E. I. DU PONT DE NEMOURS & CO. 


Recently attractive opportunities have 
developed for profitable extension of 
foreign activities, especially in the man- 
ufacture abroad of products already 
proved successful in the United States. 

Near Londonderry, Northern Ireland, 
a subsidiary, has under construction a 
plant for neoprene synthetic rubber ... 
is also building an Elastomers Research 
Laboratory (to) assist rubber manufac- 
turers in the U.K. and elsewhere to take 
advantage of advances in research, test- 
ing, and manufacturing processes. 

A newly organized subsidiary, Du 
Pont de Nemours (Belgium) S.A., began 
construction at Malines for manufacture 
of lacquers, enamels, paints, varnishes, 
and thinners for the automotive, indus- 
trial, household, and maintenance fields. 

Construction of a plant to make 
“Orlon” acrylic fiber in the Netherlands 
has been authorized... 

In Argentina, began major expansion 
of nylon and cellophane manufacture 
facilities. 

Consolidated subsidiary companies 
(and products): Compania Mexicana de 
Explosivos, S.A.: commercial explosives ; 
Du Pont S.A. de C.V.: finishes, poly- 
ethylene film, and insecticide mixes; Du 


Pont De Venezuela C.A.: finishes; Du 
Pont do Brasil S.A. Industrias Quimicas: 
commercial explosives, “Freon” and 
fluorinated compounds, and chemical spe- 
cialties; Du Pont Inter-America Chem- 
ical Co., Inc.: finishes. 


EASTMAN KODAK CoO. 


Sales of Kodak companies outside the 
United States reached a record of $231,- 
052,000 in 1958 — 4% more than 1957 
(of this $59 million was for Canada 
and Latin America subsidiaries). Each 
manufacturing company in Canada, Eng- 
land, France, Germany, and Australia 
increased its sales in terms of local cur- 
rency. Net earnings totaled $18,370,000, 
or 7% more than 1957 ($5.1 million for 
Canada and Latin America). 


EATON MANUFACTURING CO. 


Commencement of manufacturing opera- 
tions in a new plant by Eaton S.A., our 
Brazilian automotive engine valve sub- 
sidiary; and formation of a_ second 
Brazilian subsidiary, Fuller do Brasil, 
and decision to erect a new plant in 
1959 to make truck transmissions. 


EKCO PRODUCTS CO. 


The best. record in our entire company 
was made by the Prestige Group Ltd. 


of England . . . Sales were 19% higher 
and reported earnings 26% greater than 
in 1957 . . . Dividends, service fees and 


royalties from Prestige amounted to 
$808,328 compared to $735,145 in 1957. 

Two European operations improved in 
1958. Prestige Production N.V., however, 
was very badly affected by Japanese com- 
petition on stainless steel flatware ... 
Mexican subsidiary, Ekco S.A., intro- 
duced four lines of housewares mer- 
chandise. 


ELGIN NATIONAL WATCH CO. 


We have established a subsidiary in 
Switzerland, Elgin S.A., to operate a 
small manufacturing and assembly 
plant; to reduce costs of Swiss imports. 


EMHART MANUFACTURING CO. 


Emhart shipped 22% of its American- 
made equipment overseas in 1958, in ad- 








W. R. Grace & Co. 


Production of paper from bagasse, at Para- 
monga sugar estate in Peru, operated almost 
entirely by Peruvian personnel. 
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dition to the amount supplied the Euro- 
pean market by our Swedish subsidiary 
and various licensees. 


FIRESTONE TIRE & RUBBER CO. 


Foreign facilities: Tire Plants in Ar- 
gentina, Brazil, Cuba, England, Ger- 
many, India, New Zealand, Philippines, 
Portugal, South Africa, Spain, Sweden, 
Switzerland, Venezuela; Industrial prod- 
ucts plants in England, Germany, Spain 
and Sweden; Textile plants in Argen- 
tina, Brazil and Spain; Metal products 
plant in Spain; Foam rubber plants in 
Brazil and Spain. 

Foreign subsidiaries’ profits of $15,- 
070,768 were lower than last year, prin- 
cipally due to depreciation of certain for- 
eign currencies, 

In Portugal we organized a company 
for manufacture and sale of tires and 
related products. A factory is now under 
construction near Lisbon, Portugal. We 
also acquired a substantial interest in a 
company in Mexico City which manufac- 
tures tires and rubber products. 


FLINTKOTE CO. 


Operations of British and French sub- 
sidiary companies continued to expand 
and profits earned by both companies 
showed a satisfactory increase over 1957. 


FOOD MACHINERY & CHEMICAL 
CORP. 


Of $27 million total billings ($30 mil- 
lion 1957) $12 million origmated from 
product sales for foreign subsidiaries 
which provided $11 million volume in 
1957. 

FMC International completed first 
year’s operation with satisfactory volume 
and profit. Operations of most foreign 
subsidiaries and affiliates showed contin- 
ued progress with record business 
achieved in Australia, Belgium, England, 
Canada and Mexico. FMC’s leased ma- 
chinery and Flavorseal process business 
continued to grow. 
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FMC’s Spanish affiliate scheduled to 
complete a new plant at Valencia early 
in 1959 which will permit increased pro- 
duction of fresh fruit and vegetable 
packing lines for Mediterranean mar- 
kets. Additional investments made in 
operations in Australia and Mexico. 

To expand overseas manufacture for 
chemical and machinery product lines, 
new licensing arrangements were com- 
pleted in Italy, Brazil and England. 
1959 is expected to be a year of growth 
for export sales and operations abroad. 


FORD MOTOR CO. 


Sales and profits of foreign subsidi- 
aries and branches attained record levels 


again in 1958... The Company received, 
and included in consolidated income, 
dividends and income _ remittances 


amounting to $13.1 million. The balance 
of $20.4 million was retained abroad. 

The excess of equities in net assets 
of foreign subsidiaries and branches 
over the costs of related investments 
amounted to $170.9 million at December 
31, 1958, or $3.18 per share. This com- 
pares with $150.5 million in 1957... 
Investments in foreign subsidiaries and 
branches increased from $89.5 to $100 
million at end of 1958. 

Ford Motor Co. Ltd., second largest 
automotive producers in Britain, achieved 
record sales and earnings in 1958... 
during the year, opened Britain’s largest 
automotive foundry. 

Ford-Werke A.G. (Germany) sold 
about 104,000 passenger cars in 1958, 
an increase of 49% over 1957. To meet 
the demands of the expanding Australian 
market, Ford of Australia is engaged in 
a major expansion program .. . subsidi- 
ary in Brazil completed construction of 
new vlants and installation of equipment 
for the local manufacture of North 
American type trucks, and commenced 
production of truck engines, 


Production for Foreign Markets 


1958 1954 
Passenger cars 
0 a | 29,602 46,401 
I 284,081 210,155 
Germany 22... 111,976 42,631 


FOSTER WHEELER CORP. 


. . A new British joint venture in 
atomic power has been formed (be- 


Foster Wheeler Corp. (Parent) 
Net assets 


Penner URN 58 Sp os pe 
mes meome (lees) 22 


English Subsidiary: 
Net assets 
Barnew Dingess 
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French Subsidiary: 
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Earned billings 
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tween) Rolls-Royce Ltd., Vickers Ltq, 
and Foster Wheeler Ltd., our British 
subsidiary. 

Foster Wheeler Ltd. completed a chem. 
ical plant in England and a lubricating 
oil refinery in Iraq .. . Its manufacturing 
facilities, products and services are sub- 
stantially the same as the parent cor- 
poration. The main activities of the other 
companies (France, Italy and Japan) 
are design, engineering and _ procure- 
ment of materials for process plants in 
the petroleum, chemical and petrochem- 
ical industries. 

Foster Wheeler Ltd. continued to be 
the most profitable unit in the consoli- 
dated corporation with net earnings of 
nearly $1,500,000. Although this figure 
was down from 1957 due to higher cost, 
overall results are very creditable. 


GARDNER-DENVER CO. 


We believe the action taken to expand 
manufacturing facilities at our plants in 
Johannesburg and Rio de Janeira, is 
sound. Lower manufacturing costs should 


enable us to produce equipment (for) 
foreign markets in competition with 
European manufacturers. This policy 


of foreign manufacturing supplements 
rather than replaces manufacturing in 
our U. S. plants and enables us to make 
sales otherwise unobtainable. 


GENERAL AMERICAN TRANSPORTA- 
TION CORP... 


Overseas division’s direct sales, royal- 
ties and dividends increased over 1957 
with Western Europe, Central America 
and Canada. 

Subsidiaries and Affiliates: Societe E. 
Constantin (Paris) design and manu- 
facture pneumatic conveying systems, 
cooling and heat recuperating equipment, 
dust and fume control equipment, indus- 
trial compressors, blowers, etc.; General 
American Constructora Y Reparadora, 
S.A., repairers and rebuilders of all 
types of railroad freight cars, with plant 
at Tlalnepantia, Mexico. 


GENERAL DYNAMICS CORP. 


Manufactures and distributes carbon 
dioxide and industrial gases in Central 
and South America, These subsidiaries 
are located in Cuba, Mexico, Brazil, 
Venezuela, Colombia, Peru, Trinidad and 


—— 





1958 1957 
Schiele als $ 20,785,520 $ 19,916,017 
119,392,232 124,638,804 
oe ae 848,617 (3,384,449) 
Sah ta 8,496,267 6,994,808 
42,889,103 28,924,244 
1,488,284 1,846,484 
789,136 622,969 
ab tier ci 4,441,221 4,814,547 
Cen ae 170,167 373,851 
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Jamaica. Continued growth was experi- 
enced in 1958, with sales and earnings 
on a combined basis again setting an all- 
time high. 

A carbon dioxide plant is being con- 
structed in Brazil and an Oxygen plant 
at Lima. Modification of existing facili- 
ties will approximately double plant 
capacity at Sao Paulo. 


GENERAL ELECTRIC 


. . Equity in stock and reinvested 
earnings of nonconsolidated foreign sub- 
sidiaries, after provision for possible ex- 
change adjustments, was approximately 
$27.4 million more than cost ... (Manu- 
facturing facilities are operated by sub- 
sidiaries in Brazil, Mexico, Uruguay, 
Argentina, Chile, South Africa and Tur- 
key, mainly engaged in production of 
lamps, radios, and other household elec- 
trical goods. Company participates in 
the Continental market via investment 
interests in locally controlled companies 
— as well as by extensive licensing ar- 
rangements.) 


GENERAL FOODS CORP. 


A small new plant was completed at 
Sao Paulo, Brazil. A number of products 
will be tested for acceptance in the 
Brazilian market. In England, construc- 
tion of new research facilities neared 
completion at Alfred Bird & Sons Ltd. 

. will (also) make pilot-plant equip- 
ment. 

In Maxwell House Instant Coffee we 
have found a second large-volume prod- 
uct comparable to the popular Bird’s 
Custard. (We) purchased Monk & Glass 
Brand of custard powder which should 
be a profitable addition for our English 
subsidiary. 

The German soluble coffee plant (Max- 
well Express Kaffee) is in steady opera- 
tion. Our Venezuela business La India, 
C.A., is expanding steadily. We have 
started construction of our’ Brazilian 
plant. (Equity in subsidiaries outside 
the United States and Canada was 
$9,336,000; net earnings for the year 
$1,308,000.) 


GENERAL MOTORS CORP. 


Two favorable factors that helped sus- 
tain 1958 dollar volume were the high 
degree of consumer acceptance achieved 
by our products and the increased level 
of overseas operations made possible by 
completion of additional facilities abroad 
... GM participates in the small car 
field with its Vauxhall plant in England 
and its Opel plant in West Germany... 
Sales of cars and trucks produced by 
Plants overseas reached a new high of 
598,000 units, 28% above the record set 


in 1957. 


Manufacturing, assembly and ware- 
housing operations in 19 foreign coun- 
tries and independent distributors in 
more than 130 other countries and terri- 
tories enabled Overseas Operations again 
to achieve new record levels in 1958. 


JuLy 1959 






Annual stockholders’ meeting of Peruvian 


of its kind held by 


Telephone Co. (subsidiary of I.T.&T.) first 


a Peruvian company. 





Sales of passenger cars and trucks 
from all sources of Overseas Operations 
amounted to 696,000 units, compared with 
the former peak figure of 597,000 in 
1957. 85% of vehicles sold were manu- 
factured overseas. The remaining 15% 
were United States and Canadian- 
source vehicles, approximately half as- 
sembled in plants overseas. 


Sales of Holden (General Motors- 
Holden’s Ltd. in Australia) and Opel 
vehicles were limited by insufficient 


plant capacity. Programs are now under 
way to increase manufacturing capacity 
at both plants. At Sao José, Brazil, a new 
General Motors do Brasil truck plant is 
now nearing completion. 

Net investments outside the U.S. and 
Canada amounted to $331 million at 
December 31, 1958, after deducting $142 
million general reserve. Earnings on 
these, including earnings retained for re- 
investment abroad, amounted to about 
16% of Corporation net income. 

Sales of cars and trucks manufactured 
in the U.S.: 

1958 1954 
Total Passenger 
cars 
Total Trucks 
and coaches - 


$2,179,847 $2,884,027 


346,398 411,929 


Sales of cars and 
trucks manufac- 
tured in overseas 
Wie $ 597,628 $ 349,864 


GENERAL TIRE & RUBBER CO. 


Sales were down from 1957 due to 
European and Japanese competition. But 
. part of the loss was offset by in- 
creased sales directed out of our foreign 
affiliated and subsidiary plants . 

Scope of Foreign Operations and Prod- 
ucts: Holland: tires, tubes and repair 
materials; Brazil, Rio de Janeiro: tires, 
tubes, repair materials, textiles and cord 
fabrics; Chile: tires, tubes, batteries, 
belting and flooring; Israel: tires and 
tubes; Mexico: tires, tubes, batteries and 
miscellaneous rubber products; Portu- 
gal: textile and cord fabrics; Spain: 
tires, tubes, camelback, repair materials, 
molded and mechanical rubber goods; 
South Africa: tires, tubes, accessories 


and repair materials; Venezuela (Car- 
acas): tires, tubes, flooring and misce] 
laneous rubber products; Venezuela 
(Valencia): rubber goods, plastics and 
tiling. 


GILLETTE CoO. 


Foreign operations continue to be high- 
ly successful and to make a major con- 
tribution to net profits, despite marked 
depreciation in some currency values and 
rather substantial increases in taxes . . - 
Earnings after taxes: U.S. and Canada: 
$13,041,364 in 1958, and $12,239,080 in 
1957; Foreign: $14,523,818 in 1958 and 
$13,701,490 in 1957. 

Subsidiaries in the Eastern Hemisphere 
continued their strong contribution to 
earnings with sales, operating results 
and realized dollar gincome registering 
slight increases. Recent currency changes 
are indicative of continued improvement 
in economic conditions in most countries 
of this area — an improvement which 
should be reflected in increased sales and 
future earnings. 

Sales and operating profits continued 
at high levels generally throughout Latin 
America, the principal exception being 
Colombia . . . Under consideration (is) 
establishment of a manufacturing sub- 
sidiary to serve this market ... Sales of 
the Brazilian subsidiary increased sub- 
stantially and earnings in U.S. dollars 
showed improvement. An import permit 
for blade machinery has been granted 
which will enable the Argentine subsidi- 
ary to increase production . . . Operation 
of the Mexican manufacturing subsidiary 
continued at high and profitable levels. 

. .. Plans approved for a new labora- 
tory at Reading, England, to service the 
Company’s growing European operations 
as well as to augment other exploratory 
research programs... 

Expansion was planned or commenced 
in England, Mexico, Brazil, France and 
South Africa. Plans for construction of 
a new factory in Colombia, S.A. are un- 
der consideration. 

(Net) Assets in Foreign Countries 
other than Canada (after accrued for- 
eign income taxes): $19,006,385. 

(To be continued in August issue) 
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Tae New Inpex or Murat Funps 


Tenth Anniversary of Henry Ansbacher Long 
Tables Marked by Revision of Bases 


EN YEARS AGO, IN THE JULY 1949 
= gua of this magazine, our analysis 
of mutual fund performance made its 
initial appearance. In commemorating a 
decade of month by month statistical in- 
formation on investment companies, we 
present to our readers this current revis- 
ion. At the inception of the Index we 
stated that “refinements may be made if 
it is determined that they will increase 
the usefulness of the Index and improve 
its serviceability to the trustee and in- 
vestor.” Over the ensuing years, many 
suggestions have been made by our 
friends both within and without the in- 
dustry. Several of these have been in- 
corporated in the revised format. 

The following changes have been 
made. The primary base of the principal 
index has been moved forward from 
Dec. 30. 1939 (Pre-World War II) to 
June 30, 1950 (PreKorea). This short- 
ens the intervening period considerably 
and makes the indices more realistic and 
representative of more recent perform- 
ance. At the same time it provides a base 
for comparison with the accelerated rise 
of the cost of living starting with the Kor- 
ean War. Indices for the former 1939 
base are also carried to provide a com- 
parison between fund performance and 
the 71% increase in the cost of living 
during the December 1939-June 1950 
period. The High and Low Principal In- 
dex range now covers the period from 
the new base to the current date and the 
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figure for December 31, 1935 has been 
eliminated. Ail data relating to capital 
performance have been grouped together 
in successive columns (4-8) . 

Similarly, interpretation of the divi- 
dend analysis has been facilitated by 
listing the one and five year income per- 
centages in adjacent columns (9-10). 
The former companion capital gains dis- 
tribution column (old 18) has been elim- 
inated since its inclusion tended to be 
somewhat misleading. In addition, prud- 
ence dictates retention of such distribu- 
tions in principal account. Another inno- 
vation is the addition of three columns 
(1-3) to indicate portfolio policy with 
regard to equity position and thus aid 
in providing a measure of risk. 

One other important refinement in the 
revised Index is the grouping of the 
funds under a third major classification 
termed “flexible funds.” This includes 
the mutuals which have absolute free- 
dom of choice, as a general policy, on 
types of securities in which they invest. 
In contrast, the balanced funds are desig- 
nated as those which have some priors— 
bonds and/or preferreds—in addition to 
common stocks in their portfolios at all 
times. Common stock funds are those 
that invest in priors — primarily gov- 
ernments and short terms — only for 
temporary purposes. 

Nine new funds have been added to 
the Index, making a total of fifty. The 
new funds are Massachusetts Life Fund, 
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Shareholders of Boston, and Stein Roe 
and Farnham Balanced in the balanced 
grouping; Group Securities’ Common 
Stock, Keystone Growth Common (S-3), 
National Securities’ Stock Series, T. 
Rowe Price Growth Stock, Scudder 
Stevens and Clark Common Stock, and 
United Income Fund in the common 
stock category. 

The Index attempts to give in one 
table enough preliminary data to indi- 
cate what investment funds should be of 
value in filling the needs of a particular 
trust account or beneficiary for purposes 
of either building an estate or providing 
income and preservation of principal. In 
attempting to carry out this purpose, the 
Index provides for continuous appraisal 
of the 50 funds on a monthly basis, af. 
fording separate measurement of princi- 
pal and income accounts. 

Its basic approach is simply the usual 
method employed in beginning the ini- 
tial appraisal of any investment. First, 
what is the pure income return on the 
average capital invested over various 
periods? Then, how has the value of the 
principal fared over a sufficiently long 
period of time as well as recently? Com- 
parison of monthly indices can provide 
the period that the analyst requires for 
his own particular purposes. Corollary 
to the above is the risk involved, which 
can be appraised, in part, by the port- 
folio policy data as well as the principal 
index range. 


As in the case of all preliminary an- 
alysis, much thorough investigation 
must follow in making a complete and 
final appraisal of a mutual fund. First 
of all, indices are based on company 
operation during the period covered and 
are not necessarily a representation of 
future results. Management, of course. 
is the most important element, of which 
no statistical compilation can give an 
adequate picture. Another important 
factor to remember is that the funds 
have many different objectives and poli- 
cies and the characteristics and qualities 
of their investments vary. Therefore, 


( Please turn to page 692) 
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For detailed explanation as to selection 


and interpretation of data see July 1959 
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PORTFOLIO 
POLICY 
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PRINCIPAL PERFORMANCE 


Base (100): Bid Price 6/30/50 
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10 


INCOME 


Net Investment 


Dividend % on 








Y common stocks, Current 5° ephea 
issue, p. 690. lower grade bonds & 6/30/59 pir eh bas: 
preferred stocks : 6/30/50 to Bid& Bid pease ne! 
Pre-War 6/30/59 Cap. only Last 5SYr. 
Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 
BALANCED FUNDS 72.3 95.6 199.5 197.2 163.1 3.15 3.32 
1 American Business Shares —...__.___. 55.9: 62.7 48.6 74.2 97.5 149.2 146.1 110.6] 3.37 3.51 1 
o Axe-iougnton Pana “A”. 64.3 644 49.4 63.1 96.3 206.0 201.0 145.2 pe iw i 
3. Ameatougmon Pand “RB” ce i Oe 3 55.5 95.9 214.7 213.9 174.5 29T  @i0'°"'S 
OS el ee ee 64.7 73.6 56.5 69.4 95.5 209.9 206.8 165.2 2:75: 222:4 
5 Commonwealth Investment Co. 9 _ 69.8 76.1 67.0 57.6 84.0 205.4 208.8 178.7 2.58 3.08 5 
6 Diversified Investment Fund, Inc. _ 70.2 74.3 65.8 — 88.0 211.2 209.6 172.2 270 Av .* 
7 Eaton & Howard Balanced Fund __. 64.4 70.9 59.9 67.0 96.3 201.5 196.9 170.2 285 298 7 
8 Fully Administered Fund (Group Securities) 76.3 78.0 68.3 78.0 96.4 168.2 165.6 146.7 3.438 3.64 8 
9 General Investors Trust — ; 58.1 81.9 58.1 91.7 97.2 208.0 200.6 148.7 356 3.72 9 
RT yO | eee ee es 69.9 71.6 63.6 — 96.3 193.1 190.2 173.8 3.26 3.53 10 
i Johwston Mutual fund... 78.2 78.2 56.4 — 96.6 223.4 222.9 190.9 2.87 3.14 11 
12 Massachusetts Life Fund __... eon a 66.2 67.4 59.5 — 97.2 182.3 180.5 165.9 3.06 3.08 12 
13 National Securities—Income series __............ 88.0 91.8 82.0 — 96.8 186.9 184.7 153.7 438 481 18 
14 Nation-Wide Securities ah. 58.8 62.1 53.5 82.3 97.2 178.6 174.7 1463 3.35 3.48 14 
15 George Putnam Fund - TALLINE Od es eee 722 74.0 66.3 83.5 97.5 221.8 221.8 185.1 3.05 2.84 15 
16 Scudder Stevens & Clark Sdliansed Pond a 67.3 67.3 56.4 74.6 97.3 185.9 183.6 155.4 2.97 3.08 167 
17. Shareholders Trust of Boston . = 68.1 78.9 58.8 — 96.3 215.8 212.6 166.0 3.60 3.64 17 
18 Stein Roe & Farnham Balanced Fund URE rea 62.5 64.7 50.5 —<e 96.8 235.2 535.2 203.6 2.57 2.62 18 
1 Wemmpton Fund 63.9 68.5 63.2 70.9 97.3 196.6 195.6 162.3 2.98 3.14 19 
2 Whitehall Fund 55.0 60.2 51.0 — 95.8 201.6 198.7 152.2 3.40 3.51 20 
FLEXIBLE FUNDS 73.38 95.8 241.8 240.5 194.1 276: Oi 
21 Broad Street Investing Corp. __. 86.1 89.6 177.3 65.1 93.7 279.7 274.8 231.9 3.23 3.62 21 
22 Delaware Fund . 91.0 95.5 84.3 69.3 95.3 238.0 237.4 179.6 2.51 3.01 22 
Be, MObeweE MG co 98.4 99, ; 52.7 — 96.6 375.1 375.1 322.0 1.98 2.19 23 
24 Fidelity Fund —. _. 95.8 97. 86.0 — 95.4 295.7 295.0 252.2' 2.77 3.89 24 
25 Institutional Foundation ‘Fand . 85.4 88.5 79.9 -- 95.5 285.2; 233.0 179.4| 3.42 3.72 25 
20. Knickerbocker Fund 84.7 93.6 62.8 101.0 96.4 191.1 191.1 139.5; 3.08 3.42 26 J 
27 Loomis-Sayles Mutual Fund 57.6 60.1 49.5 60.5 96.6 185.2 184.5 141.6; 2.97 3.04 27 9 
28 Mutual Investment Fund _... , fb Pe 82.1 55.8 74.6 95.7 181.9 180.3 139.S 2.59 2.91 28 
29 New England Fund ..._.................. 65.0 66.8 56.2 78.4 97.2 176.5 174.0 135.1 $20 3658 29 ¢ 
30 Selected American Shares _ 96.2 97.6 81.1 74.0 94.3 253.6 252.7 185.0 2.68 3.13 30 ¢ 
31 Sovereign Investors ___ PRUE 96.5 97.7 93.6 | 98.3 98.2 276.0 273.7 251.7 2.83 3.64 31 ’ 
>: Mika: Tenens: Senenteenne Corp. 92.2 92.7 80.6} 56.8 95.3 216.2| 215.2 145.8| 1.91 250 32 ; 
33 Wall Street Investing Corp. _....-.... 87.5 87.5 77.3 96.1 253.8 253.4 232.2' 2.77 3.00 33 , 
34 Wisconsin Fund, Inc. — 94.1 98.6 177.4 54.8 95.4 227.1 227.1 181.5; .2.72 3.24 34 ; 
' 
COMMON STOCK FUNDS 65.3 94.7 301.7 300.5 248.1; 2.46 2.95 
35 Affiliated Fund! __ We 89.2 97.5 84.5 61.0 938.6 234.1 232.2 180.9 2.84 3.49 35 
36 Bullock Fund . 78.3 88.5 16.7 68.0 94.6 275.1 271.8 215.0 251 287-33 
37 Dividend Shares 84.5 86.6 81.4 73.5 93.6 240.6 238.6 198.2 2.76 8.08 67 
38 Eaton & Howard Stock Fund . 82.8 92.1 78.3 62.2 95.2 302.7 300.8 266.9 2.18 2.45 38 
39 Fundamental Investors 99.2 99.2 96.7 54.5 94.4 300.0 299.5 259.3 224 2.89 39 
40 Group Securities—Common Stock _.__ 97.5 99.1 90.4 95.1 240.5 240.3 198.0 3.74 4.51 40 
41 Incorporated Investors Le pee gs. $3.0 98.2 89.0 59.8 96.6 317.1 $17.1 - 26839 132 | 62.46. 41 
42 Investment Company of i 85.4 95.5 177.6 64.1 94.1 296.6 296.6 220.5) 2.27 2.56 42 
| 43 Keystone Growth Common (S-3) _.. 95.5 99.0 91.0 71.7 97.4 3849.8 349.8 252.6 1.85 2.52 43 
i 44 Massachusetts Investors Growth Stock Fund - 97.7 99.3 94.2 69.6 94.7 376.8 372.7 321.0 1.52 1.85 44 
1 45 Massachusetts Investors Trust 98.5 99.3 97.3 76.6 95.3 $24.1 821.5 296.9 2.77 $882 46 
4 46 National Investors _ RENTER cee 98.9 99.4 97.5 57.6 92.7 346:3| 346.2 275.6] 1.93 2.81 46 
| 47 National Securities—Stock Series 949 98.9 93.9 — 93.6 243.4] 248.4 190.38] 3.88 4.58 47 
} 48 T. Rowe Price Growth Stock Fund fo. S25. %iz1 — 94.6 409.8 409.8 350.7 182 2.21 48 
} 49 Scudder Stevens & Clark Common Stock Fund . 97.3 99.2 91.6 — 94.5 298.3 297.6 261.3 2.29 2.75 49 
s 6° United Income Fund 923 98.4 91.3 — 95.4 271.5] 270.3 229.1] 2.90 + 3.87 50 
500 STOCK INDEX (Standard and Poor’s)” _. — — — 70.7 94.3 331.7] 330.5 — — — 
CONSUMERS PRICE INDEX (B.L.S.)n — — — 58.5 100.0 121.8 — — — _ 
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Adjusted to Jume 30, 1950 base; 1—Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low reached during current month. 


COPYRIGHT 1959 BY HENRY ANSBACHER LONG. 


691 























































£ AST. tet ee 


we stated ten years ago, one cannot be 
cautioned too strongly against misusing 
the survey to draw arbitrary conclusions 
as to the relative merits of various man- 
agements through blind comparison ‘of 
statistical data. 

Explanation of the column headings 
follows: 

PORTFOLIO POLICY — Column 1 
shows the most recently available figure 
for the percentage of portfolio assets in 
common stocks and lower grade bonds 
and preferreds, columns 2 and 3 show 
the last five years’ range. (These figures 
appear in the author’s quarterly port- 
folio analysis, appearing in “Barron’s”). 
Included are bonds rated by Moody’s 
“B” or lower and preferreds carrying a 
similar Fitch rating. 

PRINCIPAL — Appraisal of long 
term principal growth and comparison 
with the inflationary trend which began 
with the outbreak of World War II are 
effected by carrying back the new princi- 
pal index to the former base of Decem- 
ber 30, 1939 (Column 4). For example, 
Wellington’s new index number for 1939 
is 70.9. This indicates that the principal 
value at the end of the year 1939 was 
29.1% less than that on the new base 
date of June 30, 1950. Stated in another 
way, the new 1950 base date is 41% 
higher than the old 193% base date: 

The period since Korea is considered 
of sufficiently long duration and signi- 
ficance to constitute a general intermedi- 
ate basis for appraisal of fund principal 
performance (Column 7). This index 
number, as well as the low (Column 5) 
and high (Column 6) since the base 
date of June 30, 1950, are arrived at in 


the following manner: To the bid prices 
at the respective dates indicated are add- 
ed all capital distributions to such dates 
and the resultant sum is divided by the 
1950 base bid price. The principal index 
number in column 8 represents the cur- 
rent month-end bid (column 7 less all 
capital distributions) divided by the 
1950 base bid price. 

The base upon which the capital gains 
tax can be estimated is obtained in most 
cases by subtracting the figure in col- 
umn 8 from column 7. The resulting fig- 
ure revresents total distributions from 
capital gains since the June 1950 base 
date exnressed as a percentage of the 
hase vrice. Had we decided to reinvest 
canital gains distributions as declared 
rather than simply add them to the bid 
price in arriving at the principal index 
(Column 7). deduction would have been 
made at a flat rate for the gains tax. 
However, in order that month to month 
comparisons might be facilitated for 
those using the index. all gain distribu- 
tions are added to bid prices and allow- 
ance for the tax can be made by the in- 
terested person. 

INCOME—Dividend income is repre- 
sented by all dividends paid out by the 
mutual fund from net investment income 
— dividends and interest from portfolio 

- securities less exvenses. It is presented 
in percentage form. The information for 
the current twelve-month period ending 
on the last day of the stated month is 
given in column 9 and for the average 
of each of the last five 12-month periods 
in column 10. The percentage figure in 
column 9 is obtained by dividing the in- 
come dividends accruing over the annual 
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period ending with the stated date by 
the average of the twelve month-end 
offering prices ending on the correspond- 
ing date. 

The income base, calculated thus on 
a dozen monthly prices, has two chief 
advantages. First, it eliminates dangers 
inherent in comparative income apprais- 
al which might be far askew because of 
drastic fluctuations of the securities mar- 
kets at any one particular time during 
the year. Second, as a measure of value 
to the fiduciary’s own accounts, it indi- 
cates how several average portfolios 
would have fared had such shares been 
added at different periods throughout 
the preceding twelve-month period. 





INVESTMENT COMPANY NOTES 


TIGHTENING OF 1940 
Act OpposeEpD AT HEARING 


Objections to certain changes in the 
Investment Company Act of 1940 pro- 
posed by the S.E.C. were vigorously set 
forth by the fund industry on June 18th 
before a Senate Banking and Currency 
subcommittee. Particular opposition was 
raised to a proposed inclusion in the reg- 
istration ‘statement ofa recital of the 
“investment policy” of an investment 
company with respect to various matters 
and for a provision that the company 
could not “deviate from any investment 
policy” unless authorized by a vote of 
its outstanding securities. In addition to 
existing requirements, the amendment 
would call for a recital of objectives as 
to income, preservation of capital or 
capital appreciation, if registrant repre- 
sents that it will place emphasis on any 
one or more of such objectives and ex- 
tent of investments to be made in issuers 
located or operating in particular geo- 
graphical areas, if registrant represents 
that it will be so limited. 

Speaking for the investment company 
group, Charles F. Eaton, Jr., president 
of Eaton and Howard, Inc., emphasized 
that the S.E.C. proposals would have 
“two unfortunate results.” The first 
would be that fund executives would be 
less exact in spelling out their investment 
philosophy. Secondly, management's 
freedom of action would be “hampered 
by fear of being accused of having de- 
viated from a stated policy” when invest 
ment philosophy was translated into 
action. 

In a separate memorandum filed on 
behalf of the National Association of In- 
vestment Companies, Vincent L. Broder- 
ick, General Counsel, pointed out that 
these amendments would, in effect. pul 
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the S.E.C. “in a position where it must 
review the exercise, by all registrants, of 
their investment judgment to determine 
whether the company deviated, at any 
point, from the S.E.C.’s concept of, or in- 
terpretation of, the stated investment 
policy of the company.” 

Representing the Securities Commis- 
sion, Joseph C. Woodle, director of the 
agency's division of corporate regula- 
tion, pointed out that the 1940 Act re- 
quires a fund to set forth in its registra- 
tion statement such basic policies as 
whether it is closed or open-end, and 
that these can not now be changed with- 
out shareholder approval. In supporting 
the proposed amendments he further 
stated that “to permit changes in the 
investment policy of a company without 
majority stockholder approval seems in- 


| consistent with the purpose of the act to 


provide investors with a voice in the 
affairs of their company upon funda- 
mental questions.” 


CANADIAN AND U.S. Stock 
Price Dispartry ATTRIBUTED 
ParRTLY TO INSTITUTIONAL DEMAND 


“In the United States institutional de- 
mand for stocks has had a much greater 
impact on security prices than in Can- 
ada,” according to Hardwick Stires, 


| president of the Scudder Fund of Can- 


ada, Ltd., and Chairman of the Commit- 
tee of Canadian Investment Companies. 
Representing the eight Canadian “NRO” 
mutuals owned primarily by U. S. in- 
vestors, Mr. Stires told the 12th annual 
convention of the National Federation of 


| Financial Analysts Societies gathered in 
| Montreal that the current rate of pur- 


chases of equities by U. S. institutional 
investors was more than $2 billion while 
that by similar institutions in Canada 
was estimated at less than $100 million. 
This less aggressive attitude of the Cana- 
dian institutions is “more a matter of 


| tradition than law” he explained, adding 
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that what was happening in the United 
States with respect to the institutional 
demand for stocks will in his opinion 
follow later in Canada. 

In thus elaborating on the demand for 
stocks, Mr. Stires was attempting to as- 
sess the less vigorous recent perform- 
ance of Canadian stocks generally as 
compared with their American counter- 
parts. Other negative factors on the de- 


| mand side were certain economic doubts 
| teflected in the declaration of the busi- 


hess trend. The most important reason 
for this latter temporary reversal was the 
slowing down of public and private in- 
Vestment in Canada in 1958 and 1959. 
Expenditures on the Seaway terminated 
in 1958 and there is a lull in oil and gas 


Juty 1959 


pipeline construction. Some doubts have 
also been cast about Canada’s predomi- 
nant position in world trade. But Mr. 
Stires feels that these factors are all of 
a temporary nature and “as the econo- 
mies of the world grow, the position of 
Canada in world trade will be main- 
tained.” 

Moreover, there are many plus fac- 
tors attracting foreign investment to 
Canada. Inducements accruing from the 
Canadian tax scheme are important. The 
more rapid population growth in Can- 
ada than U. S. is another consideration 
and, of course, there is the quantity and 
accessibility of natural resources. 
“Above all, however,” Mr. Stires empha- 
sized, “we do not look upon Canadian 
development as predominantly the ex- 
ploitation of raw materials. With the ad- 
dition of each million people to the 
population of Canada — which, at its 
present rate of growth, occurs every two 
years — we can see new industrial de- 
velopment which was not economically 
feasible before.” 


GOVERNOR MEYNER COMMENTS 
ON VARIABLE ANNUITY LAW 


Governor Robert B. Meyner of New 
Jersey finally placed his signature on 
the variable annuity legislation in mid- 
June, but apparently with some reserva- 
tions. In an accompanying statement he 
said: “Whether or not the proposed var- 
iable annuity contract will prove to be 
a useful answer cannot be predicted, but 
the problem of the declining value of 
fixed retirement benefits is so important 
that an opportunity to meet it ought not 
to be denied, even though the subject 


has been sharply controversial. I am 
satisfied that-the-major objections raised 
can be met by odvetal control and regu- 
lation of all phases of the activity, for 
which ample power exists.” 

The Governor explained that the State 
Department of Banking and Insurance 
would set up strict regulations covering 
the sale of variables before any com- 
pany would be allowed to introduce 
them. Special examinations for the li- 
censing of agents engaged in their sale 
will be held by the state. He added: “The 
very novelty of the proposals demand 
that they be executed with careful de- 
liberation. The Legislature and the life 
insurance industry should remain alert 
and ready to make whatever changes in 
the law that experience may indicate to 


be needed.” 


Ecker SurvEY INDICATES 
INDUSTRY OPPOSITION TO VARIABLES 


In spite of the recent progress of vari- 
able annuity legislation, Frederic W. 
Ecker, President of the Metropolitan 
Life Insurance Co., is not one to retreat 
in his opposition to the idea. On May 
12, he had sent a letter to the presidents 
of 314 life insurance companies, repre- 
senting more than 98% of the assets of 
all U. S. companies asking the following 
question: “Under present conditions, do 
you believe that it would be in the best 
interests of the life insurance business 
for life insurance companies to sell indi- 
vidual variable anuities to the general 
public?” 

In mid-June the results were released. 
Replies (adding proponent Prudential 

(Continued on page 722) 
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OT THE LEAST IMPORTANT CONSE- 
N quence of the harnessing of nuclear 
energy is that it has caused us to take a 
searching look at our energy needs and 
resources. 

In recent years a number of energy 
studies have been made for the Atomic 
Energy Commission, the United Nations 
and others. As might be expected, these 
studies often do not agree on details such 
as the estimated reserves of various fuels. 
Nevertheless, they are in general agree- 
ment on certain important points which 
should be a part of the frame of refer- 
ence of all business and investment 
leaders. 

These points are: 


1. The United States and the world 
are in the midst of a population “explo- 
sion,” and there is no way of knowing 
when this explosive growth will level off. 

2. As leaders in all countries now real- 
ize, only advanced, mechanized farm- 
urban economies can hope to feed the 
billions of new mouths. 


3. Such economies require large 
amounts of energy. Per capita energy 
demands are rising throughout the world. 

4. To supply these growing needs, we 
are dipping ever deeper into reserves of 
the “fossil fuels”—coal, oil, natural gas 
——and some day they must inevitably be 
exhausted. On a longer time-scale, the 
same will be true of fissionable materials 
for nuclear power. A leading energy ex- 
pert, Palmer Putnam, categorizes both 
fossil and nuclear fuels as “capital” 
sources of energy, exhaustible like capi- 
tal funds. 

5. Against this day, thoughtful men 
are working on the fusion process, utiliz- 
ing heavy hydrogen available in sea 
water, which would guarantee energy 
supplies for an indefinite period. Others 
are hoping to discover economic ways to 
tap solar energy, which reaches horizon- 
tal surfaces in the lower middle latitudes 
as the equivalent of some 1,000 tons of 
coal per acre per year. However, major 
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Developments of Investment and Commercial Interest 


ROBERT RESOR 


Vice President in charge Nuclear Energy Division, Bozell & Jacobs, Inc. 


Energy for the Next 100 Years — What and Where? 


See tence 








and 


scientific technological _ break- 
throughs will be required to uitilize both 
these sources. 

6. In any case and no matter whose 
forecasts we choose to accept, it is clear 
that the pattern of our energy system is 
changing, that the changes will accelerate 
as we approach the turn of the century. 
and that these changes will affect the 
businessman and investor. 


Population and Energy Needs 


Palmer Putnam, a consulting engi- 
neer, was asked by the AEC in 1949 to 
make a study of maximum plausible 
world demands for energy over the next 
50 to 100 years. The results of his investi- 
gation have been published under the 
title Energy in the Future. (Van Nos- 
trand). This book, large in scope yet 
concise, is already a classic. 

In reaching his often startling conclu- 
sions, Putnam casts himself in the role 
of a “prudent trustee of energy.” He 
starts with the assumptions that there will 
be no cataclysm, natural or otherwise, 
that energy technology will spread 


around the world, and that present popu- 








Reactor pressure vessel being installed in 
the world’s first nuclear-powered passenger- 
cargo ship N.S. SAVANNAH at New York 
Shipbuilding Corporation’s yard in Camden, 
N. J. The pressure vessel will contain the 
nuclear core which will provide heat to 
generate steam for the ship’s turbines. The 
core will not be inserted until just before 
the SAVANNAH is scheduled to put to sea. 





lation trends and trends of energy use 
will continue. As a “prudent trustee.” he 
seeks to determine “the specific maxi- 
mum plausible contingency.” 

After analyzing the population growth 
since 10,000 B.C., Putnam says that in 
our long-range planning we must expect 
world population (2.33 billion today) to 
reach 2.9 billion in 1975, 3.7 billion in 
2000, and 6 billion in 2050. 

If anything, indications are that these 
estimates may be conservative. The Pop- 
ulation Reference Bureau has just re- 
leased an estimate that U. S. population 
will hit 350 million in the year 2000. Be- 
tween 1950 and 1960 alone there will be 
an increase of some 28 million persons— 
the largest ten-year gain in our history. 

Each of these humans is an energy 
consumer. Putnam uses the term “(Q” to 
designate energy in large quantities. One 
Q is equivalent to 1.0 x 10'* BTU, or to 
38 billion tons of bituminous coal. In the 
first eighteen and one-half centuries after 
Christ, world energy burnup was bhe- 
tween 6 and 9 Q. From 1850 to 1950. the 
burnup was 4 Q because the growth rate 
of world energy use has been increasing 
and at the same time the world popula- 
tion “explosion” has been underway. 

Over the past century, the growth rate 
averaged 2.2% compounded annually. 
Today it stands at 3% per cent and there 
is no reason to suppose that it will fall 
below that level in the future; it may g0 
higher. A sustained average of 3.4°¢ has 
been recorded in the United States. and 
the Russians are talking in terms of 4 
5.5% growth rate for the 12 years end- 
ing in 1963. 

Making the conservative assumption 
that energy demands in the U. S. will 
continue to grow at the rate of 3°, com- 
pounded annually, then in A.D. 2050 we 
will require about 500 million BTU per 
year, or about twice the 1950 figure of 
some 230 million BTU. 

Where shall we get this energy‘ In 
estimating reserves of the fossil fuek, 
Putnam points out some estimates have 
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failed to consider the economics. He 
says: 

“There is more coal, oil and gas in 
the earth’s crust than will ever be 
used. It is not a question of emptying 
the bin. It is only a question of de- 
ciding at what point it no longer 
pays to dig deeper . . . What is im- 
portant is how much coal, oil and gas 
ean be produced at approximately 
present unit costs... 

“We appear to be entering an elbow 
in the cost-curve of energy from fos- 
sil fuels. Any sharp increase in such 
energy costs will hasten the day when 
other sources of energy appear on the 
market. Therefore it is of little in- 
terest to compute the ultimate re- 
serves in the deepest, thinnest, and 
least accessible coal beds, and in the 
deepest and least accessible of the 
geologically inferred submarine oil 
fields.” 


It is his conclusion that domestic peak 
production of each of the fossil fuels may 
occur sometime in the next 50 years, 
possibly in this order: gas—oil—good 
strip-mined coal in the East—good coal 
in the East—all coal—oil shale. He adds: 
“It is plausible to conclude that some of 
the associated increases in real costs will 
become significant before A.D. 1975.” 

A significant cost increase—one with 
which we would run the risk of impeding 
the economy—would be twice or more 
1950 costs. 

As for nuclear energy, Putnam esti- 
mates that world reserves of economic- 
illy recoverable fissionable materials— 
uranium and thorium—are sufficient for 
many centuries. A good part of the nu- 
clear reserve is in the United States. 


“Current Income” Energy 


In addition to “capital” energy, we 
have available or potentially available to 
us various “current income” sources of 
energy. Putnam considers ten of these: 
fuel wood, farm wastes, water power, 
solar heat collectors for home use, heat 
pumps, temperature differences in ocean 
waters (thermal energy of the seas), 
wind, solar collectors for electric power, 


tides and natural steam (geothermic 
energy). 
These he calls “current income” 


sources because all spring from the sun 
© gravitational effects, and hence are 
tternally renewed. (Since geothermic 
‘nergy—natural steam from deep in the 
tarth—is presumably exhaustible, Put- 
tam’s inclusion of it in this category is 
questionable, as is his inclusion of the 
heat pump. ) 

Unfortunately, on the basis of current 
technology it is difficult to see how all 
these sources put together can yield more 
than a small fraction of the energy—7 
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to 15% during the next century—de- 
manded by the world’s growing popula- 
tions. For example, despite the publicity 
about big hydroelectric dams, in 1950 
falling water contributed only some sev- 
en-tenths of 1% to the world’s total 
energy requirements, and that percen- 
tage will undoubtedly decline. 

In his consideration of solar energy 
possibilities, Putnam concludes that “it 
seems plausible” that during the next 
century perhaps 20% of the comfort 
heating load in the U. S. may be borne 
by solar heat collectors built into new 
houses in the Southern and middle tier 
of states. Such collectors may also heat 
water rather widely, may cook much 
food in Asian countries, and may play 
a role in distillation of sea water. 

Putnam also considers various sug- 
gested schemes for capturing solar 
energy for power, including raising algae 
for fuel and dismisses them all as eco- 
nomically impractical today. He says 
that solar energy “apparently” would 
cost 40 times as much as energy from 
coal, oil and gas. 

There are experts, however, who are 
more optimistic about the application of 
solar energy than Putnam. The Associa- 
tion for Applied Solar Energy held a 
World Symposium on the subject in 
1955, attended by more than 1,000 dele- 
gates from 36 nations. Another such 
World Symposium is being considered 
on the basis of what are described as 
promising advances in solar technology. 

The Association, with the assistance of 
the Stanford Research Institute, has com- 
piled a solar energy library at its head- 


quarters at Phoenix, Arizona. Various 
publications are issued by the associa- 
tion, which also operates a solar energy 
museum, is working on an applied re- 
search center in central Arizona and a 
solar radiation measurement program 
arid is also undertaking other research 
projects. 

Crawford H. Greenewalt, President of 
du Pont, who was a member of the Man- 
hattan Project group, has commented 
that the ultimate answer to the world’s 
energy needs must be found in solar 
energy. He points out that in today’s 
agriculture we utilize only a few tenths 
of one per cent of that energy, and as- 
serts that both food and energy problems 
would be solved if we could raise that 
percentage tenfold. 

The solution, he believes, may lie in 
some way of using solar energy to hasten 
fixation of carbon dioxide in the atmo- 
sphere as food and fuel. He sees that as 
the greatest challenge and potential ac- 
complishment of chemistry. 

In 1957, the potential of solar, wind, 
tidal, geothermic and thermal energy of 
the seas was assessed by the United Na- 
tions’ Department of Economic and So- 
cial Affairs. According to their report 
(New Sources of Energy and Economic 
Development), modern solar energy ex- 
ploitation, still mainly in the research 
stage, is being conducted in at least 15 
nations. 

The UN report notes a serious problem 
in solar, wind and tidal energy is that 
they are intermittent sources, demand- 
ing, for large-scale use some means of 
storage or combination with other 
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sources. Furthermore, wind, tidal and 
geothermic energy are available in eco- 
nomic form at only a few geographic 
locations. 


The most interesting portion of this 
report deals with harnessing thermal 
energy of the seas, making use of the 
small temperature differential between 
two masses of water—surface water 
warmed by the sun and deeper water 
which is sufficiently cooler (about 20° C 
difference is required for electricity gen- 
eration). The major work in this area 
has been done in France, which has 
constructed a 7,000 kilowatt thermal 
energy plant at Abidjan on the Ivory 
Coast. . 


While shore-based plants such as that 
at Abidjan require a very steep shore to 
obtain cooler waters from the depths, C. 
Beau of the Societe Energie des Mers in 
Paris has proposed floating power sta- 
tions for which, he believes, it would be 
possible’ to find a virtually infinite num- 
ber of sites. The French expert asserts. 
on the basis of results at Abidjan, that 
“the cost price per KWH produced by a 
power station of average size using 
thermal energy of the seas is equal to that 
of a conventional thermal station of 
similar capacity, provided the interest 
rate is not excessive.” 


In this consideration of energy, we 
have not so far discussed the important 
question of the applicability of each of 
the sources. The most suitable use for 
nuclear fuels appears to be generation of 
electricity. But according to Putnam, 
based on the present uses of electricity, 
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Flow graph of Canada’s first atomic power station “NPD” (Nuclear Power 

Demonstration) to produce 80,000 KW of heat to generate 20,000 KW of Elec- 

tricity, being built on Ottawa river and expected to be on stream in three to 
four years. 
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power from nuclear plants can be ex- 
pected to carry only about 15% of the 
total U. S. energy demand in A.D. 2000 
under our present energy system. 

He points out that a large portion of 
energy is consumed in small units such 
as automobiles, trucks, trains, airplanes, 
etc. He suggests that in order to utilize 
nuclear fuels more fully, we will have to 
expand electrification greatly, which 
would mean universal electric home heai- 
ing, electrified buses and automobiles. 

A similar thought has been expressed 
by Raymond C. Freeman, Manager of 
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Engineering for the Atomic Products 
Equipment Department of General Elec- 
tric Co. He told the American Institute 
of Electrical Engineers last month that 
the world’s oil reserves may be almost ex- 
hausted in forty years. “Every time I see 
oil and gas burned in central plants | 
feel party to a crime,” he said. “The 
greatest need will be in the place we use 
it most—in transportation.” 

Freeman suggested two solutions to 
the automotive problem. The first is elec- 
tric cars, now under development, for 
which new electric “accumulators” must 
be developed. As a more likely solution, 
he foresees electrification of the high- 
ways over which automobiles would 
travel like electric trains. 


Nuclear News Notes 


The Cunard Steamship Company has 
decided against using nuclear power in 
the proposed liner to replace the “Queen 
Mary,” although it is still considering 
nuclear power for eventual replacement 


of the “Queen Elizabeth.” 
President M. Nielsen told the Bab- 


cock & Wilcox Company’s annual meet- 
ing that shipments of B&W’s atomic divi- 
sion were 314% of total shipments last 
year, compared with 2% in 1957. While 
losses are being reduced, the company 
cannot predict when its atomic activities 
will show an overall profit. B&W is 
building nuclear reactors and steam get- 
erating systems for Consolidated |:dison 
Company’s Indian Point Plant and for 
the government’s nuclear merchant ship 
“Savannah” scheduled for 1960 delivery- 
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HE EXTENT TO WHICH MANAGEMENT 
© employ the capital of a firm to 
produce income for the owners is a basic 
criterion in the evaluation, for invest- 
ment, of the firm and its securities. The 


} measure of profitable employment of 


capital invested lies in a rate of return, 
that is, a percentage ratio with income 


| in the numerator and capital in the de- 


nominator. Ambiguity results from the 


| fact that several levels of income and 
capital may be employed. All levels of 
| income cannot be used with consistency 
| with all levels of capital. One rate of re- 


turn ratio may measure satisfactorily the 
overall performance of management in 


| productive employment of resources, but 
| this same ratio cannot be used to provide 


a complete comparison of relative invest- 
ment opportunities of common stocks. 
The status of common stocks is governed, 
not only by the skill, dexterity and judg- 
ment with which total capital is admin- 
istered but also by the capital structure 
and the degree of leverage afforded by 
senior securities with fixed rates. 


The Fortune Directory 


One of the most recent tabulations of 
rates of return on invested capital is 
found in “The Fortune Directory of the 
500 Largest U. S. Industrial Corpora- 
tions” published in the July 1959 issue. 


| “Profit as a Per Cent of Invested Capital” 


is shown for each of the largest manu- 
facturing and mining companies by re- 
lating Net Income (called Net Profits by 
Fortune) to Invested Capital. The latter 
quantity, which is the denominator of 
the rate of return computation, is defined 
as “Capital stock, surplus and retained 
earnings (i.e. net worth”). This rela- 
tionship is the percentage relationship of 
Net Income (after special charges or 
credits) to the book value of the Owner- 
ship Equity but the editors of Fortune 
have elected to make Invested Capital 
synonymous with Ownership Equity and 
and the still familiar but frequently criti- 
tised term Net Worth. 
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CORPORATE FINANCE ANALYSES .. . 


AMBIGUOUS TERMINOLOGY OF SECURITY ANALYSIS: 
RATE OF RETURN ON CAPITAL INVESTED 


Rates of return computed in this man- 
ner have limited inter-company compar- 
ability as they ignore the contribution to 
earnings of senior capital. Substantial in- 
creases in total capital resulting from the 
sale of debentures may add to earning 
assets and increase the amount of income 
applicable to the ownership interest even 
though the rate of return on total assets 
(total capital) has declined. Thus, an in- 
crease in the rate of return on the own- 
er’s equity may stem from greater lever- 
age in the capital structure rather than 
from improvement in the earning power 
of total capital. 


There are limits beyond which a com- 
pany cannot expand its long term debt 
so that historical rates of return as com- 
puted by Fortune have limited predictive 
value except for those companies that do 
not rely on leverage to contribute to in- 
come for the ownership equity. 


By restricting “invested-capital” to 
the book value of the ownership equity or 
net worth of a company, we leave unde- 
fined the nature of the capital provided 
by the holders, if any, of its long-term 
securities. 


First National City Bank 


This large New York City Bank has 
for nearly half a century published in its 
Monthly Bulletin a tabulation, by indus- 
tries, of “Net Income After Taxes as a 
Per Cent of Net Worth.” These data do 
not purport to be rates of return on in- 
vested capital and are carefully qualified 
by a footnote which reads: 


Note: Net income is taken as re- 
ported, after depreciation, interest, 
taxes, and other charges and reserves, 
but before dividends. Net worth in- 
cludes book value of outstanding pre- 
ferred and common stocks and surplus 
account at beginning of each year and 
is based upon balance sheet book val- 
ues of assets, which may differ widely 
from present-day values. The per- 
centage rates indicate general earn- 
ings trends, but are not strictly com- 
parable over a period of years because 
of (1) variation in number of avail- 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 











able corporate reports included in the 
different annual tabulations upon 
which this summary is based, and (2) 
certain changes in industrial classifi- 
cation during the period ***” 


It might have been stated that compar- 
ability of the data has been reduced by 
more widespread use of debt securities in 
recent years both as a means of retiring 
preferred stocks and as a source of new 
money. 


These data are unambiguous in that 
the quantities comprising both the nume- 
rator and denominator are defined 
clearly but the interpretation of changes 
and trends in the percentages ratios is 
subject to the limitations of their com- 
parability. 


National Industrial Conference 
Board 


In its Economic Almanac which as- 
sembles rates of return data, by indus- 
tries, from governmental and other 
sources, there is a glossary that defines 
the terminology employed in the vari- 
ous tabulations. The Conference Board 
defines “Capital Invested” as follows: 


As defined by the Federal Trade 
Commission, total capital invested con. 
sists of stockholders’ investment plus 
borrowed funds, Stockholders’ invest- 
ment represents corporate net worth, 
and consists of capital stock outstand- 
ing, surplus and surplus reserves. In- 
vestment in actual operations repre- 
sents total investment less investment 
in stocks and bonds of other com- 
panies, in government securities, and 
in property not used in actual opera- 
tions, As used by The Conference 
Board in determining the rate of re- 
turn from operations, capital invested 
represents total assets less invest- 
ments in government and other secur- 
ities. 

The distinction between operating and 
non-operating assets and income may be 
an important factor in a company such 
as du Pont that reflects a book investment 
of about a biillion dollars in General 
Motors common stock, To compute a rate 
of return on total assets for du Pont for 
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purposes of comparison with another 
chemical company with assets devoted 
entirely to the chemical business would 
not produce meaningful conclusions. 
With the excessive condensation of fi- 
nancial statements in published reports, 
and in fact with access to the more de- 
tailed 10-K reports filed with the SEC. 
it.is by no means a simple matter to 
classify assets and income as operating 
or non-operating. Government bonds 
held as assets may represent the tempo- 
rary employment of working funds of a 
seasonal business. At best, the dichotomy 
of operating and non-operating will not 
be uniform for all analysts evaluating the 
operations of a particular company. 


Levels of Capital 


The point of departure for computing 
the different levels of capital is the 
amount of total capital (total assets) as 
shown in the published statement. Work- 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 





DIVIDEND No. 46 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 
and One-Half Cents (521%2¢) 
per share on the capital stock of 
the Company, payable August 
15, 1959 to stockholdezs of rec- 
ord at the close of business July 
15, 1959. 

JOHN MILLER, Secretary 


June 24, 1959 


TIANA LULA LALLA LLU LAA LL 
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INTERNATIONAL 
| SHOE 
COMPANY 


St. Louls 
T9BRO 

CONSECUTIVE DIVIDEND 

Common Stock 
A quarterly dividend of 45¢ 
per share payable on July 1, 
1959 to stockholders of record 
at the close of business June 


12, 1959, was declared by the 
Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


June 2, 1959 












































ing upward and downward from this 
amount we have: 

Total capital, gross of accumulated 
depreciation which is the sum of total 
capital per statement plus the amount of 
U. S. Government bonds offsetting Fed- 
eral tax liability and the amount of ac- 
cumulated depreciation. 

Total capital adjusted for Federal tax 
offsets which is the sum of total capital 
per statement and the amount of U. S. 
Government bonds offsetting Federal tax 
liabilities. 

Total capital per statement which is 
the amount of total assets. 

Invested capital which is total capital 
per statement less the amount of current 
liabilities. 

Invested capital gross of accumulated 
depreciation which is the sum of invested 
capital and accumulated depreciation. 

Ownership capital which is the amount 
ot invested capital less the sum of long 
term debt owed to outsiders (to which 
is added the amount of minority interest, 
if any). Long term debt can be taken at 
its face amounts or more precisely at its 
redemption prices when this information 
is available. 

Ownership capital gross of accumula- 
ted depreciation which is the sum of own- 
ership capital and accumulated depreci- 
ation. 

Common stock capital which is the 
amount of ownership capital less the 
amount of outstanding preferred stock. 
For this computation callable preferred 
stocks are taken at their call price, if 
available, otherwise at par. Non-callable 
preferred stocks are taken at the higher 
of their par value or market price. 

Common stock capital gross of accum- 
ulated depreciation which is the sum of 
common stock capital and accumulated 
depreciation. 

Each of the above levels of capital may 
have analytical utility in rate of return 
computations when related to a suitable 
numerator to establish a logical and con- 
sistent relationship. 


Levels of Income 


The high level of corporate income 
taxes and the fact that interest on long 
and short term debt are deductible in 
computing income subject to taxes pre- 
sent some analytical difficulties in com- 
paring the financial operations of com- 
panies that utilize different proportions 
of long term funds. 

Another factor of importance is the 
extent to which a company may retain 
increases in its current assets from oper- 
ations by charging off non-cash expenses 





such as depreciation and amortization 
which involve no outlay of funds and 
consequent reduction of current assets, 

In establishing the various levels of 
income that may have utility for com. 
puting rates of return on capital em- 
ployed, we work upward and downward 
from net income. 

Total Revenue is the sum of Net In. 
come, Taxes on income, Interest and 
other charges on long term debt, Depreci- 
ation (including amortization and de. 
pletion) and All other costs and expenses, 

Pre-depreciation income is the sum of 
Net Income, Taxes on income, Interest 
and other charges on long term debt and 
Depreciation, etc. 

Pre-interest income is the sum of Net 
income, Taxes on income and Interest 
and other charges on long term debt. 

Pre-tax income is the sum of Net in- 
come and Taxes on income. 








THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 107 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37% cents 
per share payable August 14, 1959, 
to shareholders of record 
July 15, 1959. 


MILES J. DOAN, SECRETARY 








‘Pacific Gas and Electric 
_ Company © 


DIVIDEND NOTICE | 
4 COMMON STOCK 
j DIVIDEND NO. 174 


The Board of Directors on 
June 17, 1959, declared a 
cash dividend for the sec- 
ond quarter of the year 
of 65 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on July 15, 1959, to 
common stockholders of 
record at the close of 
business on June 26, 1959. 


oe K. C. CHRISTENSEN, 


Vice President and Treasurer 





San Francisco, Calif. 
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Net income is as shown per statement. 

Net income applicable to common 
dock is Net income less Preferred stock 
lividend requirements. 


Retained earnings for the period is Net 
income less Preferred stock dividends 
leclared less Common stock dividends 
declared. 


Matching Numerators and 
Denominators 


Pre-depreciation income or pre-inter- 
et income related to total capital gross 
of depreciation produce a consistent and 
comparable rate of return but to relate 
net income to this denomiinator is to ig- 
nore any leverage factor that may be 
present as a result of the assets contribu- 
tions of senior securities. 

It would not be useful to relate net in- 
come to common stock capital when 
there was an appreciable amount of pre- 
frred stock outstanding. Net income 
applicable to common stock would be a 
more acceptable numerator, but as has 
been pointed out, changes in the amounts 
land ratios) of net income applicable to 
common stock may result from changes 
in capital structure as well as from 
changes in earning power of the firm’s 
assets. 


Generalized Rate of Return on 
Invested Capital 


Although it involves some implicit as- 
sumptions that may not be applicable to 
al companies, the most satisfactory rate 
dfreturn ratio for a company with long 
tm debt is to relate a numerator com- 
prising net income plus 48% of interest 
aid other charges on long term debt io 
the sum of ownership capital and long 

sttrm debt (including minority interest, 
ifany). 

This relationship can be validated by 
simple illustration: 

Given ABC Company and XYZ Com- 
pany both with total capital of $10,000.- 
10 and both earning operating income 

‘before interest or income taxes) of 
N% i.e. $1,000,000. 

ABC has all $10,000,000 represented 
by common stock so that net income ap- 
jicable to common stock will be com- 
puted as follows: 







erating income (pre-tax 


IM Pees _...$1,000,000 
lixes on ee 520,000 
Nett income is ..$ 480,000 
heferred stock dividend 
mequirements ..... 0 
‘et income applicable to 
common stock 


a ee $ 480,000 


luny 1959 


XYZ has $5,000,000 of 5% debentures 
and $5,000,000 of common stock so that 
its net income applicable to common 
stock will be calculated: 


Operating income (pre-interest 


Oe OLS, EE ESE eee AE $1,000,000 
Interest on debentures 250,000 
Pre-tax income _..___......__...........$ (750,000 
Taxes On Mmoome 2. 390,000 
Net income: 2... 2 §. SECON 
Preferred dividend require- 

RRA ESSE Salee OB Ral PENS 0 
Net income applicable to com- 


eS | Eee een $ 360,000 


With both companies developing $1.,- 
000,000 of operating income on $10,- 
000,000 of total capital we find because 
of differences in capital structure that 
ABC reported a rate of return of 4.8% 
on its $10,000,000 of common stock cap- 
ital but XYZ reported a rate of return 
of 7.2% on its $5,000,000 of common 
stock capital. 

However, if we employ the generalized 
rate of return computation of net income 
plus 48% of interest on long term debt 
taken as a per cent of ownership capital 
plus long term debt we find: 


ABC Company 


$480,000 + $0 $480,000 





= 4.8% 
$10,000,000 + $0 $10,000,000 
XYZ Company 
$360,000 + .48 ($250,000) 





$5,000,000 + $5,000,000 
$360,000 + $120,000 





= 4.8% 
$10,000,000 

The adjustment shows both companies 
with the same rate of return on total capi- 
tal which was the initial assumption. 

This adjustment is useful for measur- 
ing the leverage provided by senior se- 
curities so that it may be isolated from 
the earning power of total capital em- 
ployed. The adjustment becomes some- 
what unrealistic if it is assumed that a 
company will maintain a more or less 
constant book relationship between long 
term debt and ownership equity. Changes 
in the rate of return in ownership equity 
will then reflect changes in the earning 
power of assets but the leverage factor 
will produce wider swings in the rate of 
return on ownership equity than in rate 
of return on total capital (total assets). 


A & B 


@ The National Association of Bank 
Auditors and Comptrollers begins its 
35th year July ist with a new name, 
NABAC, The Association for Bank 
Audit, Control and Operation. 








IBM 


178TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.50 per 
share, payable Sept. 10, 
1959, to stdckholders of 
record at the close of busi- 
ness on August 11, 1959. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
June 30, 1959 


IBM” 


INTERNATIONAL BUSINESS MACHINES CORP. 











DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 
Dividend No. 198 
65 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No, 49 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 45 

28/2 cents per share. 


The above dividends are pay- 
able July 31, 1959 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P.C. HALE, Treasurer 


June 18, 1959 


Southern California | 


Edison Company 





696: 








TRUST OPERATIONS IN SIXTH DISTRICT 


Plea for National Trust Statistics 


Financial Economist and 


LMOST ALL MEASURES OF TRUST DE- 
Pg secan operations indicate a 
growth in business of trust departments 
of Sixth District banks. Trust assets 
held by 28 Sixth District banks report- 
ing in both 1957 and 1958 rose by 
$305 million or 14% to $2,470 million 
in 1958. The gain reflected increases in 
assets of all types of trusts except es- 
tates, which declined from $174 mil- 
lion to $167 million. Personal trust as- 
sets showed the largest gain — from 


$493 million to $561 million. 
The same banks added 1,628 ac- 


counts (11%) during the year, most 
of them personal trust accounts. 

The ten Georgia banks that reported 
in both years shared in this growth. 
Each of the ten banks enjoyed a rise in 
trust assets. Total trust assets increased 
$161 million to $1,145 million in 1958, 
a rise of 16%. Eight of the ten reported 
a larger number of accounts at the end 
of 1958. Together they added 531 ac- 


counts. 


On the income and expense side only 
26 District reports were usable. Of 
these banks 22 had an increase in total 
commissions and fees and four had a 
decrease. Sixteen banks reported an in- 
crease in net earnings before income 
taxes (or a smaller loss) and 10 report- 
ed a decline. After allowance for de- 
posit credit from the commercial bank- 
ing department, 17 banks _ reported 
higher profits or smaller losses than in 
1957, while nine reported smaller prof- 
its or larger losses. 

Much the same pattern held for the 
10 Georgia trust departments. Com- 
bined total commissions and fees were 
$3,179,000 in 1958, up 10% from 
1957. Total expenses rose 6%. Net 
earnings before deposit credit amount- 
ed to $216,000, a rise of 44%. Two de- 
partments reported a loss before de- 
posit allowance and one still had a loss 
after deposit credit -- a somewhat bet- 
ter record than for all reporting banks. 

One thing bothers me about this re- 


From address to Trust Conference, 
Bankers Association, May 1, 1959. 


Georgia 
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W. M. DAVIS 


port on trust department operations for 
1958: the profitability — or lack of 
profitability — of the average bank 
trust department. Perhaps all we can 
say is that for a trust department with 
assets below the $15 to $20 million 
range, the odds are not too good that 
the operation will be profitable. What I 
would like to see on the program of the 
Georgia Bankers Association Trust Divi- 
sion meeting, or the Southern Trust Con- 
ference, is a panel on profitable trust 
operations. Such a program participated 
in by people in the trust business who 
know thoroughly the details of trust de- 
partment operations and the relationship 
of that department to other departments 
of the bank would be extremely interest- 
ing. The trust people owe an explanation 
to bank management and stockholders of 
why some operations continue to be un- 
profitable. 

At the present time, the trust depart- 
ments of commercial banks administer 
well over $80 billion of personal trust 
funds. In addition, substantial sums are 
left with attorneys and non-corporate 
trustees although certainly considerably 
smaller than bank administered personal 
trust funds, We know nothing about the 
number of personal trust accounts that 
make up this total. We can be sure, how- 
ever, that this number is quite large. 

The sheer size of that figure — $80 
billion — means that banks and trust 
companies alone are almost as large, as 
measured by total assets, as life insur- 
ance companies and much larger than 
casualty insurance companies, invest- 
ment companies, savings banks and sav- 
ings and loan associations. And yet we 


Head of the Statistics Section, Federal Reserve Bank of Atlanta 


have given almost no attention to the 


role of trust departments as accumula. J 


tors of savings or as a source of invest. 
ment funds for expansion of our national 
economy. 

At the end of 1955, the latest date for 
which we have data available, personal 
trust funds held $7 billion of U. S. Gov- 
ernment bonds, $10 billion of state and 
local government bonds, and $44 billion 
of common stock and additional amounts 
of preferred stock, mortgages, and the 
like. 

Personal trust assets account for 
roughly a fourth of state and local gov- 
ernment securities outstanding. They ac- 
count for 14% of preferred stock and 
12% of common stock. This means that 
personal trusts represent the largest sin- 
gle holder of corporate stock and are 
probably the largest holder of state and 
local securities as well. These large fig: 
ures suggest that commercial bank trust 
departments are playing a vital role in 
the current growth of our economy. If 
we had more up-to-date figures, I am 
sure that we would notice a significant 
change in this picture . . . that our total 
assets of bank trust departments have 
increased appreciably since 1955. 

Of even more importance to econo- 
mists is the growth in these assets and 
the degree to which assets are shifted 
among different types of securities. This 
is extremely important to those having 
responsibility for monetary policy de- 
cisions. 

During the past year, for example, we 
have seen a large increase in interest 
rates on practically all types of securi- 
ties. During this period the economic 








NUMBER AND ASSETS OF TRUST ACCOUNTS 
28 SIXTH DISTRICT BANKS 








Number a , Amount ($000’s) = 

Account 1957 1958 Change 1957 1958 Change 

I ee 1,832 1,802 — 1.6 174,456 167,440 — 40 
Personal trusts 6,722 7,778 +15.7 498,306 561,298 +138 
Pension trusts 679 884 430.2 111,321 184,971 +212 
Personal agencies 2,813 2,734 — 2.8 722,700 820,978 +136 
Total Personal = 12,046 18,198 + 9.6 1,501,783 1,684,687 +122 

Corporate trusts 696 776 +11.5 668,155 784,906 +184 
Corporate agencies _....__ oe) oe eo 
Total 15,154 16,782 +10.7 2,164,938 2,469,593 +141 
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recession has turned into a fairly good 
zed expansion. The stock market, mean- 
yhile, has continued to go up, placing 
common stocks at a relative disadvan- 
tage to fixed income securities, if an- 
alyzed strictly in terms of yields. To 
what extent does this set of conditions 
occasion the management of personal 
trust departments to shift assets from one 
security to another to take advantage of 
the yield differential? 

We have absolutely no information on 
this type of problem. The Trust Division 

of the ABA, I understand, is undertak- 
| ing to provide reliable statistics for the 
year 1958 on the volume of transactions 
through personal trust accounts at com- 
mercial banks. It is doing this on the 
basis of a sample of commercial bank 
trust departments. This survey is also 
designed to provide more reliable figures 
than we have had heretofore on total as- 
sets of bank administered personal trust 
accounts. When this report appears, we 
will have a much fuller understanding of 
the size of the commercial bank trust de- 
partment business, and the public will 
be more aware of the role of commercial 
banks in administering this huge sum. 






























For analysts concerned with money 
and credit markets and the impact of 
monetary policy on these markets, the 
lack of information on the total, com- 
position, or changes in personal trust 
portfolios represents a serious deficiency. 
Although trust holdings loom so large 
in the common stock picture, there is no 
basis on which to assess the impact of 
trust investments on the level of, or fluc- 
tuation in, stock market prices. It is im- 
possible to gauge the responsiveness of 
these portfolios to interest rate changes, 
to changes in the availability of private 
investment, or to changes in yields on 
alternative investment. An improvement 
in our knowledge of personal trust port- 
folios would provide for more compet- 
ent analysis of market developments and 
their relationship to monetary and debt 
management policy. 
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FPRA APPoINTs EXECUTIVE SECRETARY 








Vernon Schwae- 
gerle has been ap- 
pointed to the new 
position of execu- 
tive secretary of 
the Financial Pub- 
lic Relations As- 
sociation. Mr. 
Schwaegerle will 
succeed Preston E. 
Reed, FPRA ex- 
fcutive vice president, upon the latter’s 
retirement in November of 1960. 























































V. SCHMAEGERLE 
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PENSION FUND INVESTING 


(Continued from page 682) 


sioner retired in 1940 on fixed income 
who finds he can only buy half as much 
milk now. Let us assume a neighbor re- 
tired at the same time at the same annual 
income derived entirely from dividends 
paid by National Dairy Products Corpo- 
ration. In the intervening twenty years, 
the price of milk has doubled. This has 
meant a doubling in dollar sales of Na- 
tional Dairy, and assuming a more or 
less constant profit margin, then natur- 
ally earnings have doubled too. Now, if 
the Corporation has continued to pay out 
the same proportion of earnings, divi- 
dends will have doubled as well, so this 
neighbor now has twice as much income 


as in 1940. 


Sales, earnings and dividends of Na- 
tional Dairy have not just doubled in 
this twenty-year period, but they have 
actually quadrupled. Thus, the neighbor 
of our forlorn pensioner can buy twice 
as much milk as in 1940. This is that 
“something more” than a hedge against 
inflation. Each year the Corporation 
(and most successful, growing enter- 
prises) pays out only a part of earnings, 
retaining the rest to invest in new fa- 
cilities to enlarge future earnings po- 
tential. In 1940, National Dairy earned 
83c per share and paid out 40c. In 1958, 
it earned $3.28 per share and paid out 
$1.80. The effect of the retained earn- 
ings is not unlike money left to grow at 
compound interest in the savings bank. 

We aren’t for a moment suggesting 
plunging headlong into the stock market 
with all the assets of any municipal pen- 
sion fund. In the first place, the best ap- 
proach is a gradual one through dollar 
averaging. In the second place, the pro- 
portion of a fund ultimately committed 
to common stocks will have to be tailored 
to the objectives of the fund as well as 
the thinking of the company, union, or 
municipality which administers it. 


The proportion of common stocks in 
our corporate pension accounts varies 
all the way from zero to over 50%. Be- 
cause of the nature of our political sys- 
tem, there probably are very good and 
proper reasons why the municipal fund 
will be slightly less adventurous in this 
regard than a private fund. We do feel, 
however, that even the most conservative 
municipal fund, if established on a 
sound actuarial basis and with no extra- 
ordinary cr unusual problem of with- 
drawals, can be best invested within the 
flexible framework of the prudent man 
rule, and that its investments should in- 
clude at least a mild seasoning of high 
grade common stocks. 
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“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds . 
Total Assets 


.« » $ 31,171,977 
. . » $284,624,476 








TRUST OPERATIONS and ADMINISTRATION .... 


Me; BANKS IN THE LARGER CITIES 
which maintain employee benefit 
trust departments have found it neces- 
sary to establish fee schedules. These 
usually consist of at least an annual 
charge based on the principal value of 
the fund, on a descending scale of per- 
centage brackets, plus certain service 
charges for additional work that may be 
requested. Such schedules are adopted 
because of the competitive situation in 
the big cities — each bank feels that it 
has to be able to quote definite rates to 
all prospects and to justify them as 
against the possibly differing rates of its 
competitors. 

At least one bank in a large city has 
taken a different approach. Wherever 
possible it will not quote a fee at the 
outset but instead asks the prospect to 
agree that the question should be held 
open for the first year. During that time 
the bank believes that it can ascertain 
with some accuracy how much it will 
cost it to administer the trust and it has 
found little difficulty in persuading its 
new customer to agree to the fee it thinks 
fair after a year’s experience. Union 
Trust Company of Maryland, in Balti- 
more, writes us as follows: 

“Our experience in handling pension 
and profit sharing trusts convinced us 
many years ago that it was extremely 
difficult to appraise in advance just how 
much time and effort we would have to 
spend on a particular account and equal- 
ly difficult, in advance, to convince the 
employer involved (who is usually a 
good customer of our banking depart- 
ment) that we would have to spend any 
considerable amount of time and effort, 
thereby justifying more than a nominal 
trustee’s fee. As you know, trusts of this 
type seldom follow identical paths. Es- 
pecially in the smaller accounts, the per- 
son designated to handle the employer’s 
end of the operation, whether he be 
called the plan administrator or the sec- 
retary of the committee, or by some 
other title, can greatly influence, by the 
efficiency of his performance, the amount 
of time that the staff of the trustee bank 
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GEORGE C. BARCLAY 


Contributing Editor 


SETTING PENSION TRUST FEES 


has to spend on the matter. As a result, 
we found ourselves in the dilemma that 
if we quoted a fee sufficiently high to 
guard against all eventualities, we found 
that we had a valued customer ‘all shook 
up’ and, on the other hand, if we quoted 
a low fee in deference to the bank cus- 
tomer status of the employer, the result 
was that the trust department got stuck 
with an unprofitable job. 

“We solved our problem by offering, 
when the pension or profit sharing plan 
was in the discussion stage, to write the 
employer a letter under which we would 
agree to perform the services as trustee 
for one year without any understanding 
as to compensation. Our letter would 
state that at the end of the year we would 
render a bill for what we considered the 
fair value of the services rendered, tak- 
ing into consideration the amount of 
work which we had to perform, the time 
spent by members of our staff, and the 
responsibility assumed by the bank. Our 
letter would further stipulate that if the 
employer felt that this bill was too high, 
he was at liberty to reduce it to any fig- 
ure that he considered fair, pay that 
amount and we would give him a re- 
ceipted bill in full, but with the clear 
understanding that if he reduced our 
compensation below the level which we 
considered fair and which would permit 
us to handle the trust on a profitable 
basis, we would be free to resign the 
trusteeship with good will all around. 
We have used this approach in quite a 
number of cases and I am happy to say 
that to date we have never yet had to 
resign by reason of being unable to agree 
with the employer on the question of 
compensation. I can’t say that we have 
not had some differences of opinion 
with employers, but we have always been 
able to work them out on a mutually sat- 
isfactory basis. 

“As we see the situation, the value of 
the approach which we have taken lies 
in the fact that most employers are com- 
pletely unable to visualize what is in- 
volved in operating a trust of the type 
here under discussion. After they have 





had a year’s experience, they have ; 
much better understanding of the func. 
tions of the trustee and are a great deal 
more reasonable in their approach to 
paying the trustee fair compensation.” 


It would be good for all banks if this 
method of setting fees in employee bene. 
fit trusts could be adopted more widely. 
Pension and welfare trust fees are notor- 
iously low as it is and an opportunity to 
ascertain actual costs by doing the job 
as trustee for a year before setting a 
definite fee should be a great help in 
making this type of business more profit- 


able. 


COMMON TRUST FUNDS MAY 
NOT ACQUIRE INVESTMENT 
TRUST SHARES 


The Board of Governors of the 
Federal Reserve System, apparently at 
the request of an individual bank, has 
issued a ruling to the effect that it is a 
violation of the provisions of Regulation 
F for a common trust fund to acquire 
investment trust shares. The ruling: 


“In defining common trust funds, 
and indicating the purposes of their 
authorization and the limitations on 
their use, Section 17 makes it clear 
that such funds are authorized as in- 
vestment trusts for a special and re- 
stricted fiduciary purpose, under the 
exclusive management of the bank 
maintaining such funds. Having in 
mind the special purpose and use of 
common trust funds, the Board is im- 
pressed with the administrative in- 
consistency of investing any portion 
of such funds in investment trust 
shares. Furthermore, it is specifically 
provided in subsection 8, Section 
17(c), that a bank administering 4 
common trust fund “shall have the 
exclusive management thereof” and 
that such bank “shall not pay a fee, 
commission, or compensation out of 
the common trust fund for manage 
ment.” 

“In the opinion of the Board, the 
use of investment trust shares for 
common trust fund investment woul 
involve a delegation of investment 
management and payment of compen- 
sation for investment management 
services which would be both incom 
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Students at first session ‘a Estate and Trust Adudinbaveninin School sponsored by New 
York State Bankers Association Trust Division at RPI in Troy. 





sistent with the stated purposes and 
uses of such funds and in violation of 
the quoted provisions of the Regula- 
tion. This opinion, of course, only con- 
cerns itself with the investment of the 
funds of a common trust fund in in- 
vestment trust shares and is not in- 
tended to express any view as to the 
propriety of such an investment for 
individually invested trusts.” 


The issuance of this ruling raises a 
number of questions. The first is, why 
did an individual bank ask for it? For 
the last 25 years there has been a Com- 
mittee on Common Trust Funds of the 
Trust Division of the American Bankers 
Association. The first committee se- 
cured the adoption by Congress in 1936 
of the original sections of the Internal 
Revenue Code exempting common trust 
funds from separate taxation. Later it 
cooperated with the Board of Governors 
in the formulation of Section 17 of 
Regulation F and has participated in the 
consideration of all subsequent amend- 
ments thereto. Beginning at least at the 
lime the writer was chairman of this 
committee, and under all succeeding 
chairmen, the committee has urged that 
no bank request separately any rulings 
from the Board of Governors but rather 
clear all its problems first through the 
committee. Apparently it is well nigh 
impossible to prevent individual banks 
from going to the Board on their own 
with the result that the Board must be 


embarrassed but, even worse, that the 
whole cause of common trust funds 
suffers because of unwarranted or in- 
adequate presentation of problems to the 
Board. 

As the ruling points out, a common 
trust fund is of itself a kind of invest- 
ment trust and the last type of invest- 
ment one would suppose any bank would 
want to purchase for a common trust 
fund would be investment trust shares. 
If the bank which asked for this ruling 
had first asked the views of the com- 
mittee, it seems clear that the committee 
would have been able to persuade it that 
a ruling on this point would be both un- 
desirable and unnecessary. 

At the same time it is most unfor- 
tunate that the Board did not turn down 
the request or at least solicit the views 
of the committee before issuing the rul- 
ing because it seems to the writer that 
although the result is correct as a matter 
of common sense the reasoning disre- 
gards some of the historical bases of 
the language quoted from Regulation F. 

The original intent of the requirement 
that the bank “shall have the exclusive 
management” of the common trust fund 
was purely and simply to prevent co- 
fiduciaries and others having or sharing 
the investment control of any participat- 
ing trusts from interfering in the man- 
agement of the common trust fund. 
There was no thought given to any other 
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meaning. It is hard to see how the 
trustee of a common trust fund can be 
said to be abdicating its responsibility 
for management by investing a portion 
of the fund in investment trust shares 
any more than if it bought the shares of 
certain casualty insurance companies, a 
large part of whose net income may be 
derived from a security portfolio. In 
either case the trustee of the common 
trust fund finds a portion of the fund’s 
assets under a sort of “sub-management” 
but in each case the trustee can dispose 
of the investment whenever it chooses to 
do so. 

Furthermore, the only reason for the 
original inclusion in Regulation F of the 
language prohibiting a bank from pay- 
ing “a fee, commission, or compensation 
out of the common trust fund for man- 
agement” was to prevent the bank itself 
from collecting two fees, one as trustee 
of the participating trust and another as 
trustee of the common trust fund. If a 
small bank felt it needed the assistance 
of an investment counsellor it would. of 
course, have to pay for his advice out 
of its own pocket and not out of the 
common trust fund. That is a funda- 
mental point, affecting all trusts. In the 
case of investment trust shares the man- 
agement fee enters into the publicly 
quoted bid and asked prices, or entry 
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and withdrawal values. In the case of 
casualty companies it enters into the 
market price as the public’s appraisal of 
the caliber of the management of their 
portfolios. 

Of course, the meaning of language, 
regardless of the intent when it was 
originally adopted, can be expanded to 
cover other situations not previously 
considered, but it seems most unfor- 
tunate to do so unnecessarily. It would 
be a great help if hereafter all banks 
having inquiries to make regarding 
common trust fund matters would first 
take them up with the committee and 
if the staff of the Board of Governors 
would be good enough to refer any re- 
quests that do go directly to the Board 
to the Trust Division committee for its 
comments. 


TRUSTS CREATED BY 
BANK LOANS 


A unique plan for supplementing the 
income of retired family servants was 
conceived by their employer’s bank, in- 
volving what amounted to the creation 
of an estate, by borrowing and putting 
the proceeds in trust. 

Mr. A’s will bequeathed to each of a 
dozen family retainers a sum equal to 
$100 multiplied by the number of years 
of service with the family. He had been 





CLOSE CORPORATION 
VALUATIONS 
e realistic 
e fair 
e impartial 


Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Bivd., Phila. 3 
24 Federal St., Boston 10 


the income beneficiary of a large trust 
which continued for his several adult 
children, all of which were in the 80% 
bracket and had assignable vested inter- 
ests in the remainder of the trust which 
would fall in at the death of another 
elderly life tenant. 

Although under no obligation to do so, 
the children wished to increase the assis- 
tance to the family servants. The bank 
loaned each of them funds with which 
they set up irrevocable trusts for the 
benefit of the retainers. They reserved 
reverters to themselves, assigning them 
to the bank as collateral, and in addition 
signed joint and several notes secured 
by their remainder interests in the large 
family trust. Interest was set by agree- 
ment at one-half of one per cent above 
the prime rate. 

The plan involved no gift tax liability 
because all the servants were elderly, 
and there were several donors, each 
right to receive income being valued at 
less than $6,000. The retainers had only 
their social security payments and the 
income from the trusts, and as each had 
two exemptions they presumably paid 
no income tax. The settlors were permit- 
ted to deduct the entire amount of the 
interest payments, and thus their only 
out-of-pocket expense was 20% of the 
interest each paid. For every dollar of 
the donors’ out-of-pocket expense the 
beneficiaries received five dollars. 


DEPOSITS BY PENSION TRUSTS 
IN SAVINGS BANKS 


Occasionally the trustee of an employ- 
ee benefit trust finds it desirable if not 
necessary to make deposits of cash in 
some type of interest bearing account. 
This is likely to happen in the case of 
profit sharing trusts where the interest 
of a retired employee has become fixed 
but payments are to be spread out over 
a number of years and it is not desirable 
that his interest be subject to fluctua- 
tion. It can also happen where an escrow 





account is set up in anticipation of the 
later establishment of an employee bene. 
fit trust. 

The problem here is that generally 
speaking interest bearing savings ac. 
counts are limited as to the amount 
which may be deposited by any one per. 
son. Therefore if the trustee has a con. 
siderable amount of cash to be placed in 
savings accounts he has to open a great 
many accounts with all the nuisance of 
separate pass books, etc. 

In an attempt to meet this situation 
the Savings Banks Trust Company of 
New York — an organization created in 
1933 by the savings banks in the state — 
has inaugurated a service whereby the 
trustee of an employee benefit trust can 
turn over a lump sum and the Trust 
Company will parcel it out among the 
necessary number of savings banks, It 
would then handle all the transactions 
with the various banks, thus relieving 
the trustee of a vast amount of detail 
work. 

Information about this new service 
can be obtained from the Savings Banks 
Trust Company, 14 Wall St., New York 
City. 

A A A 


Boatmen’s National Starts 
New Employee Newspaper 


An employee newspaper—T he Anchor 
Line—at Boatmen’s National Bank, St. 
Louis, got off to a fine start with its first 
issue in June. “We will use the paper to 
explain policies, present new ideas, and 
describe new methods of procedure as 
they come along,” the editors say. “We 
want to have fun in The Anchor Line— 
it won't be stiff or stuffy.” 

The paper will be distributed by mail 
to all employees, officers, directors and 
retired employees of Boatmen’s. The 
prize-winning name — selected from 
nearly a thousand submitted — brought 
$50 to Mrs. Betty Reinbold of the 


transit department. 
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Securities and Exchange Commission 
produced its Survey of Corporate Pen- 
sion Funds 1951-1954,! demonstrating 
the rapid increase in common stock hold- 
ings of trust-funded pension plans (in- 
duding profit-sharing trusts), there has 
been continuing growth of pension and 
profit-sharing funds, and an increase in 
the proportion of their assets held in 
common stocks. Thus, whereas the mar- 
ket value of the assets of trust-funded 
pension plans aggregated some $16 bil- 
lions at the end of 1955, of which 30% 
stock, the total had 
reached nearly $25 billions by the end of 
1958, and 39°% of this consisted of com- 
mon stock.? 


:. THE NEARLY THREE YEARS SINCE THE 


was in common 


The reason for this emphasis on the 
growth in common stock holdings is, of 
course, the possibility that the country’s 
corporations might, one day, be owned 
by pension fund trustees—who are, for 
the most part, corporations—instead of 
by individual investors. The result, it has 
been suggested, could be a restriction of 
the economic freedom of the many owing 
to the concentration of control in the 
hands of a few. 

It will be noted that the figures quoted 
above were restricted to corporate pen- 
sion (and profit-sharing) plans financed 
through trust funds. This is because in- 
sured pension plans and the various 
Federal and State plans have been largely 
restricted to investments in government 
or private debt obligations. However, 
this restriction is gradually being lifted. 
In the case of government pension plans 
the continuance of inflationary tenden- 
cies since the war has resulted in pres- 
sures on some of the governmental units 
to broaden their investment policies. So 
far these pressures have not extended to 
OASDI. 

The investment of a portion of these 
funds in common stocks would, of course, 





‘Reviewed in this column, December, 1956. 

“Securities and Exchange Commission, Statistical 
S ries, Release No. 1605. The figures ef this publi- 
cavon were reviewed in last month’s “Sidelights on 
Institutional Investment.” 
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PENSION and PROFIT SHARING DIGEST .. . 


Could Pension Funds Play Too Large Part in Economy? 


raise difficult political questions. While 
the British Labor Party has expressed its 
intention of such an investment policy in 
connection with its proposals for im- 
proved social security benefits, such a 
possibility is almost unthinkable here. 
On the other hand, the investment of 
local government funds in corporations 
outside the state would not be so repug- 
nant. Furthermore, the trend in life in- 
surance company pension investments is 
indicated by the passage of legislation in 
New Jersey to permit the writing of 
equity annuities, and the authorization of 
segregated equity pension funds for 
Connecticut life insurance companies. 
The net result of these developments is 
ihat one should think in terms of the $90 
billions of assets of all public and private 
pension funds when one is trying to as- 
sess the degree of corporate ownership 
by pension fund assets. In other words, 
allowing for the fruition of existing ten- 
dencies one might think in terms of $19 
billion of common stock potentially 
owned by pension funds instead of the 
$9.5 billion (i.e., 39% of $25 billion) 
actually held by private pension fund 
trustees at the end of 1958. In other 
words, even if there is no further move- 
ment toward a greater proportion of 
equity holdings by private pension fund 
trustees, the broadening of the invest- 
ment portfolios of insurance company 
and local government pension funds 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 





could result in a doubling of the existing 
ownership of industry by pension funds. 

The questions are thus whether a hold- 
ing of $19 billion of common stocks 
would already be a large bite out of the 
total market for such stocks, whether this 
proportion looks as though it could in- 
crease substantially because of the con- 
tinued growth of pension funds and, fin- 
ally, whether such concentration of con- 
trol is likely to endanger our economic 
freedom. These questions are all an- 
swered by Robert Tilove, Senior Vice 
President of Martin E. Segal and Com- 
pany, Inc., in a report to the Fund for 
the Republic entitled: Pension Funds 
and Economic Freedom.* 


Important New Book 


This 9l-page brochure consists of 
four chapters, the first three of which 
comprise “background” material on 
pensions, and the fourth provides the 
statistical basis for answering the ques- 
tions posed above. The booklet is attrac- 
tively written and its conclusions are ~ 
supported by copious statistical data. 

The first thing that surprises us about 
Mr. Tilove’s statistics is the relatively 
small proportion of all common stocks 


that are held by corporate pension funds. 
Table 11 of his booklet provides the fol- 


38Single copies available, without charge from The 
Fund for the Republic, 60 East 42nd Street, New 
York 17, New York. 
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lowing analysis of stock ownership based 
on an SEC study as of December 31, 
1957: 








Market 
value of 
holdings 
(Sbillion) 
Corporate pension funds _.... $ 6.6 
Life insurance companies __... 3.7 
Investment companies __._... 12.5 
SUL SN Sete 9 
State and local government 
Seeee eee A 
Other institutions — 5.3 
Sub-total (Institutional in- 

SE SEES ree baereaee 29.4 
Foreign holdings — 6.1 
Domestic individuals (includ- 

ing personal trusts) 247.4 
Grand total of common stocks $283.0 


Even if existing pension fund holdings 
were doubled they would still represent 
less than 5% of the total corporate stock 
available to investors. On the other hand, 
institutional investors as a whole already 
own more than 10% of the whole market. 

But this picture obscures the fact that 
institutional investors, and pension fund 
trustees in particular, account for a sub- 
stantial proportion of the net annual 
additions to common stock. The follow- 
ing figures are taken from Mr. Tilove’s 
Table 12 and relate to net purchases of 
common stock during 1954 (in mil- 
lions) : 
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Corporate pension funds _—____ $ 450 
Life insurance companies —..... 130 
Other insurance companies —_... 140 
_  yhllalltaanc N Ria ate ane aah ie 140 
Investment companies (open end) 380 
Prersonal. trust: tunes 200 
Non-profit institutions —_ 80 
Sub-total (Institutional in- 

RRR go ee 
Foreign Investors 120 
Domestic individuals _..- 460 
Grand total of net additions to 

common stock outstanding __ $2,100 


We now see that institutional investors 
absorbed 72% of the net additions to 
common stock in 1954 and that corpo- 
rate pension funds alone accounted for 
21%. If the latter figure were doubled, 
as we have suggested could occur, and 
the remaining institutional investors 
maintained their rate of purchase, indi- 
vidual investors as a whole could find 
themselves unable to increase their ag- 
gregate holding of common stock (pres- 
ently amounting to some $247 billion). 


These conclusions, in turn, conceal the 
fact that institutional investors tend to 
concentrate their buying on about 250 
issues that might be called the “blue 
chips” of institutional investment. This 
means that there is a steady shift of own- 
ership of these corporations away from 
the individual and into the hands of in- 
stitutions. As Mr. Tilove tells us, in 1955 
it was estimated that institutions already 
held two-fifths of the stocks of this coun- 
try’s electric utilities, and it is thought 
that this proportion may well grow be- 
yond the 50% level in course of time. 
This means, of course, that the trusts will 
then control the electric power of this 
country. 


Thus, although common stock holdings 
of pension funds are not likely to repre- 
sent an impressive percentage of the total 
market—even on the “doubled-up” hypo- 
thesis we have proposed—the aggregate 
of institutional investors may eventually 
come to control certain sectors of our 
economy. The question then is whether 
this control, which belongs to the insti- 
tutions as a group rather than individu- 
ally, is iikely to be translated into delibe- 
rate intervention in corporate life. The 
last 30 pages of Mr. Tilove’s brochure 
seek to answer this question. 


Mr. Tilove’s Conclusions 


In general the conclusion reached is 
that the institutional investors have actu- 
ally taken steps to avoid getting involved 
in the control of corporations. Although 
the aggregate buying may be concentra- 
ted in the “blue chips” this is merely the 
normal prudent approach to common 


stock investment required of most insti. 
tutional investors. Examples of pension 
funds that have acquired control of com. 
panies seem to be the exception rather 
than the rule and “the trust companies 
that control the investment programs of 
most self-insured pension funds are anxi. 
ous not to utilize that potential.” 

In one respect Mr. Tilove is critical of 
the current situation. Institutional jp. 
vestors are traditionally conservative and 
tend to cast their proxies on the side of 
company management. “Since the inter. 
ests of stockholders and management are 
not always the same. .... it might be a 
more assiduous discharge of duty if trus. 
tees abstained from voting on run-of-the- 
mill issues, leaving them to be decided 
by the individual stockholders, and if 
they publicly disclosed their votes on the 
more important issues.” 

Enough has been said to show the im- 
portant contribution Mr. Tilove has 
made to our understanding of the part 
institutional investors are playing, and 
will come to play, in the economy. The 
booklet is highly recommended—and it 
is not heavy reading. 

It may be added that Mr. Tilove’s 
chapter on “Pensions and Labor Mo- 
bility” is an authoritative review of the 
effect private pension plans have had, 
and will have, on the nationwide mobility 
of labor. In fact this chapter was re- 
viewed at some length in Business Week 
of June 6 under the title: “Why Workers 
Hate to Change Jobs.” 


Insured Pension Plans Freed of Tax 
on Investment Income 


One of the complaints of life insur- 
ance companies operating in the pension 
field has been that insured plans were 
subject to discriminatory tax on their 
investment earnings.* This tax amounted 
to 7.8% of investment income in 1956 
and 1957 and meant that employers 
would have had to pay pension contribu- 
tions some 7% higher under an insured 
plan in comparison with those necessary 
under a trust-funded plan providing 
identical pension benefits. 

We are glad to say that both houses 
of Congress have passed a bill excluding 
from income tax the investment earnings 
of life insurance company reserves held 
on contracts effected to finance qualified 
pension plans. 


4An interesting article on this and other tax 
“discrimination” is: “The payout principle of 
taxation for retirement income programs should be 
applied without tax discrimination” by Ray M. 
Peterson in Jour. Amer. Soc. Chartered Life Un- 
derwriters. A reprint of this paper is available 
from Mr. Peterson at The Equitable Life Assu™ 
ance Society, New York. 
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TRUST PERSONNEL CHANGES 


ALABAMA 
BIRMINGHAM—Charles H. Gibbons named asst. trust offi- 
cer at First NATIONAL BANK, formerly having been senior 
derk in the trust department. 


CALIFORNIA 


LOS ANGELES—Mildred Berg advanced from assistant 
secretary to asst. trust officer of CITIZENS NATIONAL BANK. 
SAN DIEGO—Jac E. Griswold named asst. trust officer of 
San DigeGo Trust & SAVINGS BANK, to develop trust services. 
SAN DIEGO—At Security First NATIONAL BANK, Lewis E. 
Drolet named trust officer. Immediate past-president of the 
San Diego Chapter, American Institute of Banking, Drolet 
is a graduate (54) of the Graduate School of Banking at 
Rutgers with a major in Trusts. 


DELAWARE 


WILMINGTON—Howard W. Clark retired as asst. trust 
officer of BANK OF DELAWARE. 


FLORIDA 


MIAMI—Louis V. Bartlett joined LITTLE RIVER BANK & 
Trust Co. as asst. trust officer. Since 1945, Bartlett has 
heen with DEPosiTorS TrusT Co., Augusta, Maine, in charge 
of promotion of trust new business, administration and 
supervision, and estate planning. 

TAMPA—First NATIONAL BANK elected Harry E. Blank 
asst. trust officer. 


HAWAII 
HONOLULU—J. Scott B. Pratt, III, succeeded R. E. Morton 


as president of HAWAIIAN TRUST Co., upon the latter’s re- 
tirement. 


ILLINOIS 


CHICAGO—J. A. Gallas appointed asst. trust officer and 
asst. secretary at LA SALLE NATIONAL BANK. 
CHICAGO—NATIONAL BOULEVARD BANK elected Marshall A. 
Warshauer a vice president in addition to trust officer. 
(HICAGO—In the trust investment division of NORTHERN 
Trust Co., Dean P. Coleman, Richard A. Culbertson, T. 


Allen Granfield and Lawrence W. Keating named assistant 
secretaries, 


INDIANA 


INDIANAPOLIS—Meredith Nicholson, 3rd, elected vice 
president in charge of the investment department of AMER- 
(AN FLETCHER NATIONAL BANK. He has served in various 
tapacities in the trust department. New trust officers are 
louis E. Eggert and Howard E. McKinley. 


MARYLAND 


SILVER SPRING—George H. Bollwinkel replaced L. W. 
Gunther, resigned, as trust officer of SUBURBAN TRUST Co. 


3 
Lewis E. DROLET 
San Diego 


STUART C. CAMPBELL 
Boston 
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MASSACHUSETTS 


BOSTON—Alexander G. Bell, Jr., appointed asst. trust offi- 
cer at ROCKLAND-ATLAS NATIONAL BANK. 


BOSTON—Promoted in the personal trust department of 
SECOND BANK-STATE STREET TRUST Co. are: Stuart C. Camp- 
bell and David S. Guild, to trust investment officers; and 
Everett A. Wood to asst. trust investment officer. 


PITTSFIELD—AGRICULTURAL NATIONAL BANK advanced 
Paul K. Fodder to vice president and trust officer, and Marvin 
R. Denzel to trust officer. 


SPRINGFIELD—Paul C. Larson promoted to vice president 
and trust officer of THIRD NATIONAL BANK & TrusT Co., and 
William W. Vogel to trust officer. 


SPRINGFIELD—Robert S. Putnam newly elected asst. trust 
officer at VALLEY NATIONAL BANK & TRUST Co. 


MICHIGAN 


DETROIT—NAaTIONAL BANK OF DETROIT elected Frank Lang- 
strom, Jr. and Stewart E. McFadden vice presidents and asst. 
trust officers; promoted D. L. Dorney, J. E. Fralick, W. M. 
Harvey, J. N. McNaughton and C. S. Ricker to asst. vice 
presidents and asst trust officers; elected D. R. Clements, 
G. E. Dembry, W. C. Locke, M. A. Malis, T. W. Payne and 
F. S. Strong, III, as asst. trust officers. 


MISSOURI 


KANSAS CITY—Coye Wilson named 
estate analysis and planning officer in 
the trust department of Ciry NATIONAL 
BANK & Trust Co. With the bank since 
March, 1958, Wilson is a retired Army 
officer and served in the Adjutant Gen- 
eral’s office. He is a graduate of U. of 
Kansas City Law School. 





CoYE WILSON 
NEW JERSEY 


ALLENDALE—First NATIONAL BANK elected William G. 
Owens a trust officer. He formerly was associate trust officer 
of MARINE MIDLAND Trust Co. of MOHAWK VALLEY, Utica, 
and prior thereto was with New York Trust Co, for almost 
28 years. 


ATLANTIC CITY—Walter E. Beyer, vice president and trust 
officer, named chairman of THE BOARDWALK NATIONAL BANK; 
Gilbert C. Turner, former trust officer of First NATIONAL 
BANK of Princeton, N. J., named secretary; Lyman G. Sener, 
Jr., former trust officer of First NATIONAL BANK, York, Pa., 
named trust officer in charge of personal trusts; and John 
T. Lyons, former assistant treasurer of American Water 
Works Co. and previously trust analyst with FIDELITy- 
PHILADELPHIA TRUST Co., Philadelphia, Pa., named trust 
officer in charge of corporate trust division. 


JERSEY CITY—Andrew R. Buzzelli named manager of the 
stock transfer division of the trust department, First Na- 
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TIONAL BANK. Buzzelli was with the Registrar and Transfer 
Co. of Jersey City for 32 years. 


MORRISTOWN—John G. Yawger, trust officer and assistant 
secretary of TRUST COMPANY OF MorrIS COUNTY, retires 
July 31 after 37 years with the Trust Company. 


NEW YORK 


EAST AURORA—William H. Gregory elected vice presi- 
dent and continues as trust officer, at ErrE County Trust Co. 


NEW YORK—Howard M. Koster, who joined the BANKERS 
Trust Co. pension trust department in 1942, promoted to 
vice president; and W. E. Eckman to asst. vice president, 
personal trust operations. 


NEW YORK—John Horn elected a vice president of MoRGAN 
GUARANTY TrRuUsT Co. A graduate of New York U., Horn 
was employed in 1944 by J. P. Morgan & Co., Inc., which 
merged last April with Guaranty Trust Co., and is in the 
personal trust administration group. Also in that group is 
James H. Brooks, elected a trust officer. A graduate of New 
York U. School of Law and of Harvard, Brooks joined Mor- 
gan in 1951. Harry A. Kondourajian elected asst. trust offi- 
cer, personal trust administration; and Dean W. Egly an 
assistant secretary in corporate trust and stock transfer 
division. 

NEW YORK—Edward J. Reno, Jr., appointed assistant sec- 
retary in the investment department of the person trust 
division of NEw York Trust Co. 


ROCHESTER—Joseph P. Coonan and Barton W. Edgerton 
elected estate planning officers of LINCOLN ROCHESTER TRUST 
Co. Coonan is a graduate of U. of Rochester; Edgerton of 
Amherst. Both are graduates of the Trust School conducted 
by New York State Bankers Association at New York U. 


WHITE PLAINS—County Trust Co. promoted James F. 
McCarthy head of public relations and advertising to vice 
president; Harry Klingler to trust officer and assistant secre- 
tary. McCarthy is a graduate of Fordham U., Graduate 
School of Banking at Rutgers, and Financial Public Rela- 
tions Association School at Northwestern U. Klingler at- 
tended New York U. and has been with County Trust since 
1925. 





Remodeled quarters of Trust Department of Citizens National 

Bank, Los Angeles, were shown at an open house on May 28, 

when more than a thousand friends and customers of the Trust 

Department were met by bank officials. The new quarters feature 

contemporary furniture and facilities, air conditioning, slim-line 
fluorescent Jighting, and an acoustic ceiling. 
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Providence 


NORTH CAROLINA 


ASHEVILLE—Robert L. Ettenger, asst. vice president and 
trust officer of First UNION NATIONAL BANK OF NortE 
CAROLINA, transferred to commercial department. 


GREENSBORO & RALEIGH—At Security Nationa, 
BANK, Basil L. Sherrill joined the bank as trust officer jp 
Raleigh. D. L, Gallagher returns to Greensboro and continues 
as trust officer on a part-time basis. 


SOUTH CAROLINA 


COLUMBIA—SovutTH CAROLINA NATIONAL BANK promoted 
Isaac I. Moses, Jr., to vice president and trust officer in 
charge of trust department operations; C. Eugene Don- 
nelly to asst. trust officer. 


GREENVILLE—Mrs. Helen Jackson Cashion of PEoPLEs 
NATIONAL BANK advanced to asst. trust officer. 


PENNSYLVANIA 


NORRISTOWN—Calvert V. Hurdle promoted to asst. trust 
officer and assistant secretary at MONTGOMERY COUNTY BANK 
& TRusT Co, 


PITTSBURGH—Howard W. Schurr appointed assistant sec- 
retary in the trust department of MELLON NATIONAL BANK 
& Trust Co. Since 1952 he has been an estate administrator. 


RHODE ISLAND 


PROVIDENCE—RHopE ISLAND HospPITaAL TRUST Co. ap- 
pointed John A. Graham vice president in charge of the 
investment department; Robert C. Mason, asst. trust officer; 
and Duncan H. Mauran, asst. investment officer. Graham, 
with Hospital Trust since 1923, was made a trust officer in 
1949 and in 1952 a vice president. 


TENNESSEE 


CHATTANOOGA—R. McEwen Parker and Stanley E. 
Smith, elected vice presidents and trust officers of HAMIL- 
TON NATIONAL BANK. Smith was investment trust officer; 
Parker is a graduate of Hanover Bank Trust School. 


TEXAS 


FORT WORTH—At Fort WortH NATIONAL BANK, Harold 
M. Achziger elected trust officer; Mart Melton, Jr. and Lee 
Roy Pierce, asst. trust officers. Achziger began in the trust 
department as a securities analyst in 1949, at present 15 
responsible for analyses and reviews of all securities held 
by the trust department, and is secretary of the trust com- 
mittee. He is vice president and program chairman of the 
Dallas Association of Investment Analysts, and received BS. 
and M.B.A. degrees from Texas Christian U. Melton and 
Pierce are trust administrators. 


GALVESTON—T. W. Lain, vice president and trust officer 
of First HUTCHINGS-SEALY NATIONAL BANK, retired after 
33 years with the bank. A pioneer of Texas Trust Banking; 
having started with the trust department in 1926, and a 
former revenue agent, Lain plans to practice law speci#!izing 
in Federal tax law, probate and estate planning. 
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Robert K. Hutchings, vice chairman of the board, named 
also senior trust officer; Norman Johnson elected vice presi- 
dent and trust offieer. Johnson started banking in 1937 and 
entered into trust work in 1946. He holds a degree in business 
administration from U. of Oklahoma. 


HOUSTON—James W. Hendrick, Jr., named asst. trust 
officer of BANK OF THE SoUTHWEST. Hendrick received a 
BBA degree from U. of Oklahoma and an MBA from 
Wharton Graduate School of Finance and Commerce. He 
handles specialized services relative to employee profit shar- 
ing trust programs. 

VIRGINIA 
CHARLOTTESVILLE—Julian Carr Dorman named asst. 
trust officer of PEOPLES NATIONAL BANK. Dorman holds a 
B.A. in Economics and LLB. from U. of Virginia. In 1957 
during his senior year at the Law School, Dorman began 
employment part-time in the trust department, and following 
graduation assumed full-time responsibilities in the trust 
department where his primary duties have been in the tax 
and estate administration divisions. 


RICHMOND—C, CoLEMAN MCGEHEE, formerly trust officer 
of First & MERCHANTS NATIONAL BANK, elected a vice 
president and will transfer to the commercial department 
io serve in the National Corporations Division. He is a 
graduate of U. of Virginia and the Graduate School of 
Banking at Rutgers. 

RICHMOND—VircINnNIA Trust Co. advanced Flavius A. 


Waddell to vice president and trust officer. Waddell has 
been with the bank since 1920. 


WEST VIRGINIA 


CLARKSBURKG—Frank B. Horner joined UNION NATIONAL 
BANK as vice president and trust officer, formerly having 
been asst. vice president of PEOPLES First NATIONAL BANK 
& Trust Co. in Pittsburgh, Pa. He received an MBA degree 
in Finance and Banking from Wharton School of U. of Penn- 





DONALD K. Tow 
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Montreal 
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Richmond 


sylvania, and an AB in Business Administration from 


Duke U. 
WISCONSIN 


RACINE—James D. Beckett joined First NATIONAL BANK 
& Trust Co. as trust officer. Beckett has been practicing 
law in Chicago, and previously was a trust officer at City 
National Bank & Trust Co., Chicago. 


CANADA 


LINDSA Y—Rex. G. Thomas, Q.C., appointed general man- 
ager of VicToRIA & GREY TRUST Co. succeeding George A. 
Weeks, retired. 


MONTREAL—G. F. Harkness retired as assistant general 
manager of MONTREAL TRusT Co. At Toronto J. G. Haxton 
named an assistant general manager; Graeme A. Shaw 
transferred from Edmonton to Toronto as manager. 


TORONTO—Donald K. Tow, O.B.E., E.D., general manager, 
appointed vice president and a director of TORONTO GENERAL 
Trusts Corp.; and R. S. Ellison, trust officer, transferred 
from Ottawa to Toronto. Tow joined the Corporation in 
1929 and became assistant general manager in 1949. 
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braska Bar. Desires trust department 
opportunity, East Coast. 97-3 


have been given to MIDLAND NATIONAL 
BANK. Walter B. Brown is vice president 
and trust officer. 


(International), Ne- 








EXECUTIVE PLACEMENT | 





Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. 


Former Assistant Trust Officer, prac- 
ticing attorney, 32 with 5 years drafting, 
estate planning and administrative ex- 
perience in both large and small trust 
departments, Seeks opportunity medium 
size trust department in mid-west. 95-2 


Investment Account Manager, 27, three 
years experience with counselling firm, 
desires trust or allied position, prefer- 
ably not in largest cities. Economics 
major, honors work and graduate study 
in Finance, 97-1 

A.B., 32, three years trust, six years 
commercial banking, desires position 
with advancement opportunities in pro- 
gressive trust department. Currently in- 
vestment analysis and administrative de- 
tail. Also advertising interests, Location 
Secondary. 97-2 


_A\ttorney, 30, four years active prac- 
tice ‘n federal taxation, estate planning 
anc probate. Member of Probate Attor- 


Juty 1959 


California attorney, 32, desires position 
in medium to large trust department. 
3% years general practice includes ex- 
tensive probate. Pre-legal experience in- 
cludes trust department probate division. 
97-4 

Trust and Estate Administrator, 32, 
eight years administrative experience in 
large eastern trust department. Probate 
experience, admitted to practice. Desires 
position of responsibility in medium size 
trust department. 97-5 


A A A 


CHANGE OF NAME, MERGERS, 
NEW TRUST POWERS 
& NEW BRANCH 


Waterbury, Conn. — Stockholders of 
CITIZENS & MANUFACTURERS NATIONAL 
BANK and COLONIAL TRUST Co. voted 
approval of merger under the name 
COLONIAL BANK & Trust Co. (See p. 
622 June T&E for details.) 

Miami, Fla. — INDUSTRIAL NATIONAL 
BANK has been granted trust powers. 

Marshall, Ill. — Trust powers have 
been granted to DULANEY NATIONAL 
BANK. 

Midland, Mich. — New trust powers 


Hoyt Lakes, Minn, — First NATIONAL 
BANK has been granted trust powers. 

New York, N. Y. — BANK OF NOVA 
Scotia Trust Co., wholly owned subsidi- 
ary of BANK oF Nova Scoti4, Canada, 
began operations last month at 37 Wall 
Street. The Company has been organized 
to meet the growing needs for U. S. 
fiduciary services (such as_ transfer 
agent, registrar and fiscal agent) on the 
part of the parent bank’s customers in 
Canada, the Caribbean and _ overseas. 
Chairman of the board is F, William 
Nicks, who is president of the Bank; 
president is C. G. Webster; vice presi- 
dent, G. L. Wark; and trust officer, 
Frederick S. Gross. , 

Sapulpa, Okla. — Trust powers have 
been granted AMERICAN NATIONAL BANK. 

Harlingen, Texas — HARLINGEN Na- 
TIONAL BANK has been granted trust 
powers. 

Nassau, Bahamas — Offices have been 
registered in Jamaica, Trinidad, Tobago 
and Barbados by BANK OF NOovA SCOTIA 
Trust Co. (Bahamas) Ltd. These will 
be managed by the resident managers 
of Bank of Nova Scotia’s banking offices 
in each area, under direction of the trust 
company’s managing director, E. Leslie 
Hammond, and will provide a full range 
of corporate and personal trust services. 
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THE “CONSTITUTIONAL” BANK 
or NEW YORK 


The last British troops had just left 
Manhattan, the new Nation was finan- 
cially threadbare, the City of New York 
had rebuilt little of the fire ravage and 
the drums had not yet beat along the 
Mohawk. But with the accent on youth 
and applying the courage of war to the 
pursuits of peace, New York’s first Bank 
was established, on March 15, 1784, 
under a “constitution” drafted by 27- 
year-old Alexander Hamilton. 

For the next 175 years the Bank of 
New York played an often pioneering 
role in the development of both city and 
country, starting with the first bank loan 
ever made to the Federal government, 
in 1789. Unique too was the correspond- 
ent bank relation originated with the 
Bank of North America (which had 
opened three years before in Philadel- 
phia as the Nation’s first bank, now 
First Pennsylvania Banking & Trust 
Co.) and continued to this day. Other 
“firsts” include issuance of commercial 
letters of credit, and (through a subse- 
quent component, the New York Life 
Insurance & Trust Co.) the first fiduci- 
ary agency account, the first corporate 
guardianship and possibly the first per- 
sonal trust. The Bank is now in the 
forefront in preparing for the eventual 
enactment of Keogh-type legislation per- 
mitting tax deferment for retirement 
savings plans. 

In a “Declaration of Independence,” 
published in New York newspapers in 
April 1930, the Bank enunciated basic 
policies that have carried through its 
whole history, such as: “That there is 
a real place in New York for conserva- 
tively managed banks and trust com- 
panies of moderate size where cus- 
tomers, both in the banking and trust de- 
partments, may have easy access to and 
personal acquaintance with the senior 
officers.” The management feels the same 
principle still obtains, with distinction 
derived from character of service and 
entrepreneurship rather than from size. 

From the beginnings of corporate 
trusteeship the Bank has been a leader 
in the field, quick to recognize the sig- 
nificance of our dynamic economy in its 
investment obligations and to turn them 
to good account, as through creation of 
probably the first Trust Investment 
Counsel department in the country, and 
by its courageous break with the tradi- 
tional antipathy to stock investment for 
trusts. In a newspaper advertisement in 
1933 the Bank announced the policy it 
had adopted some months before for ap- 
propriate accounts. The foresightedness 
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First building at corner of Wall and William Streets, where 








Bank of New York has been 





* 


located since 1798. 


of this action is confirmed by compari- 
son of values then and now, and the 
record of income generated for the 
beneficiaries. The ad, entitled “Trust In- 
vestments in a Changing World,” said 
in part: 


“We believe there is a sound reason 
for the traditional view that under 
normal conditions trust funds should 
be invested in high-grade bonds. But 
we cannot feel that any view, how- 
ever conservative in theory, is sound 
unless it really affords protection. We 
believe the conservative trustee must 
be courageous enough to recognize 
unusual circumstances and be guided 
by their mandate. 

“Early in this year, our Investment 
Officers made a careful survey of the 
outlook for monetary changes and of 
the effects of impending legislation 
.. . After consideration it was con- 
cluded that changes in the economic 
outlook were sufficiently fundamental 
to warrant, if not compel, the inclu- 
sion of some equity investments in our 
Trust Accounts... 

“We were not actuated by any de- 
sire to secure a speculative profit for 
our trusts. Our purpose was to lessen 
the risks of reduced purchasing power 
of the principal and income of the 
funds in our care.” 








Albert C. Simmonds, Jr. (left), chairman, 
and Donald M. Elliman, president, before 
painting of Alexander Hamilton, reading the 
Constitution of the Bank to his co-founders, 


In recognition of the 175th anniver- 
sary, banker-author Edward Streeter 
(“Dere Mable.” etc.) has written a book 
“Window on America,” tracing the na- 
tional and local events that have sur- 
rounded the bank’s growth and activi- 
ties. Copies of this were given to those 
attending the Press luncheon last month 
when chairman Albert C. Simmonds, Jr., 
reviewed the highlights and confirmed 
that, to his knowledge, this is the only 
bank with a self-perpetuating board of 
trustees, a principle adopted by the 
bank’s Constitution to assure a contin- 
uity in character and in policy. 


A A A 


Oldest Trust Account 


With Old National Bank of Evans- 
ville, Ind., now in its 125th year, the 
oldest account still on the books of the 
trust department dates back to 1929 
when the department began operations. 
In 30 years the trust department has 
grown to assets in excess of $28,000,000 
belonging to 371 accounts and benefiting 
some 450 persons. A staff of three officers 
and eleven full time assistants carries 
on the work of the department. 

Among the unusual assets held is 4 
large button and marble collection. More 
time consuming, however, is the estate, 
presently under administration, of a 
woman who died at the age of 93, her 
home being in Indiana but her last 17 
years having been spent in Georgia. 
She had created a trust in Indiana, but 
left property in three states, each of 
which appointed an administrator. A 
holographic will and codicil were dis- 
covered upon which the testatrix or some- 
one else had written “Void.” The will 
attempts to dispose of part of the estate 
but has no residuary clause, hence the 
residue would have to pass by intestacy. 
As if this were not enough, the trust 
department is having difficulty 1 lo- 
cating the heirs-at-law. 
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TRUST QUOTES FROM ANNUAL BANK REPORTS* 


Continued growth most gratifying... 
Measured by volume of business, net 
earnings, new business and growth of 
assets, 1958 was our best year. 

National Bank of Tulsa 


Sizable increase in total trust assets 
_. . Investment Fund for trusteed pen- 
sion and profit-sharing plans has not 
only proved beneficial to participants, 
but has also afforded economical ad- 
ministration. The Common Trust Fund 
continues to provide stability and sound 
investment diversification. 

First National Bank of Oregon, 
Portland 


Healthy growth Earnings the 
highest in department’s history ... Ex- 
pansion well diversified. Although in- 
yestment supervision continues to be of 
prime interest to many customers, there 
has been a comparable increase in the 
real estate management duties entrusted 
tous... Under supervision of our farm 
specialists we are managing a substan- 
tial number of such properties, ranging 
from small units to holdings of several 
thousand acres . . . Steady increase in 
pension and profit-sharing plan appoint- 
ments ... Estates filed for probate ex- 
ceeded the 1957 number of more than 
2% ... 5,000 wills on file representing 
estimated value exceeding $300 million 
.. . A branch trust office was estab- 
lished in Klamath Falls . . . A _sub- 
stantial number of fiduciary appoint- 
ments for the Klamath Tribe of Indians 
have been accepted to date .. . Fifteen 
tax and estate planning forums — part 
of our state-wide service — were pre- 
sented in 1958, attendance exceeding 
that of all prior years. 

United States National Bank, 
Portland 


Personal trust assets increased by $4.2 
million to a new high of $19.5 million 
... Income increased 12% to a new high 
.. . Department has doubled in size in 
five years, 

Bryn Mawr (Pa.) Trust Co. 


Continued growth in earnings and vol- 
ume... assets at new high level. 
First National Bank, Erie 
Assets increased by $494,204 . . . Com- 
mon Trust Fund “A” continues to provide 
ahizhly satisfactory investment medium 
With assets at book value in excess of 
$1,259,046 and 189 participating trusts. 
First National Bank, Greensburg 


We believe our trust department will 
show continued growth as the community 
&xpaods and prospers... (A table shows 
trust commissions and fees have in- 


freased from $45,400 in 1954 to $57,000 
in i968), 
/ nkintown (Pa.) Bank & Trust Co. 


‘uded from May issue, p. 498. 


Juty 1959 


Continued growth ... More customers. 
Johnstown (Pa.) Bank & Trust Co. 


Best year for our trust department 

. continued to experience satisfactory 
growth. 

Conestoga National Bank, Lancaster 


The Legal Investment Trust Fund 
(four years old) is meeting the objective 
of wider diversification of investment 
and increased income to beneficiaries. 

Farmers Bank & Trust Co., 
Lancaster 


Gross commissions increased 34% over 
1957 and 75% over 1956... Plans are 
well under way for conversion of trust 
accounting to electronic machine pro- 
cessing at a center to be located in 
McKeesport . . . One of the first ac- 
complishments of the year was the estab- 
lishment of a General Office (including 
the trust department). 

Western Pennsylvania National Bank, 

McKeesport 


Increase of $914,053 . .. More and 
more people planning their estates. 
First National Bank, Meadville 
Substantial progress . . . More than 
2,580 personal trust accounts with assets 
of $62,661,566 representing increase of 
$10.2 million . . . Approximately half of 
the increase was due to the merger with 
National Bank of Pottstown . . . Diversi- 
fied Legal Trust Fund now serves 558 
accounts and has assets of $2,243,000. 
Montgomery County Bank & 
Trust Co., Norristown 


Distributed estates and paid inheri- 
tance taxes amounting to $1,250,000. 
However, enough new business was ob- 
tained to approximately offset the 
amount paid out. 

Oil City (Pa.) National Bank 


Personal trust assets represent several 
thousand accounts . . . Major changes 
— court decisions, new regulations, modi- 
fication of tax codes — rarely come to 
the attention of the public but often have 
a marked effect on the conduct of our 
accounts. Intelligent appraisal of and 
adjustment to such developments require 
a high order of competence . .. Year- 
end market value of our Common Trust 


Fund — to our knowledge the largest 
in the nation — was a record $114 mil- 
lion . . . New trust business record has 


been impressive . . . Recently established 
two common trust funds for pension and 
profit-sharing plans (common stocks and 
fixed income). 

Fidelity-Philadelphia Trust Co. 


During our 122nd year of fiduciary 
activity, volume and earnings of our 
trust department continued to grow. Ap- 
proximately $75,000,000 in new funds 
. . - $36,000,000 in principal distributed, 


leaving net increase of $39,000,000... 
Approximately 9,000 accounts and 18,000 
beneficiaries ... Gross earnings $154,000 
more than in 1957, the previous highest 
year ... The splitting of our Diversified 
Trust Fund into a fixed income and a 
common stock fund has proved a useful 
and flexible plan. These two funds, to- 
gether with the Common Trust Fund for 
Legal Investments, totaled $114,000,000 
with 3,800 participating trusts at the 
end of 1958 . . . Administration of pen- 
sion and profit-sharing funds is growing 
. .- Now more than 300 such plans with 
aggregate value of $160,000,000. The 
First Penco Two-Fund Plan, established 
in 1956, continues to receive wide ac- 
ceptance. Already there are 118 partici- 
pating retirement plans in the fund with 
assets of more than $30,000,000 ... Ap- 
pointments obtained under future wills 
and trusts for a total of $72,000,000 — 
larger than in any previous year... 
Held 12 meetings in the regional banking 
areas on estate planning, emphasizing 
problems of business owners. 
First Pennsylvania Banking & 
Trust Co., Philadelphia 


Continued growth . . . New accounts 
and additions totaled $106 million. More 
than 15% of bank’s gross income was 
earned by the Personal Trust Depart- 
ment ... Common Trust Funds continue 
to grow ... As of November 30 the 
discretionary fund “A” consisted of $97 
million of securities owned by 3300 trusts 
with an average holding of $29,000. The 
restricted fund “B” comprised $20 mil- 
lion of investments from 1100 accounts 
with an average holding of $18,000... 
Fund “A” on the anniversary date was 
invested 56% in common stocks, 21% 
in preferreds and 23% in bonds. Fund 
“B” was 33% in common stocks (the 
legal limit), 37% in preferreds and 30% 
in bonds. For 1959 a Diversified Equity 
Fund “C” is planned . . . To meet the 
investment requirements of pension and 
profit-sharing trusts the bank established 
a new Girard Common Stock Fund ex- 
clusively for employee welfare plans... 
The Girard Diversified Pension Fund 
created in 1954 continues . .. As of 
October 31 its assets were 60% in bonds, 
33% in common stocks and 7% in pre- 
ferred stocks. 

Girard Trust Corn Exchange Bank, 
Philadelphia 

Growth has been good and earnings 
reached an all-time high . . . Through 
our Common Trust Fund small and 
medium-sized participating trusts are 
able to obtain greater diversification. 

Liberty Real Estate Bank & Trust Co., 

Phialdelphia 


Continued expansion of the personal 
trust department indicates a great po- 
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tential for this comparatively new PNB 
function. New will appointments and life 
insurance trusts amounted to more than 
$59,000,000 in 1958 .. . Current business, 
including employee benefit trusts, ex- 
perienced satisfactory growth. 
Philadelphia National Bank 


A rise in trust commissions contributed 
to the betterment in bank earnings . 
An excellent year . . . Commissions set 
a new high (up 11%) ... New business 
equal to last year’s record rate. More 
than 1,000 new active accounts and will 
appointments with aggregate principal 
values in excess of $100 million... 
Expenses held at the same level due 
principally to operating efficiencies .. . 
We started four new Common Trust 
Funds, Two of these are for pension and 
profit sharing trusts of our customers. 
One consists of bonds and preferred 
stocks, the other entirely of common 
stocks, and while there is no legal limi- 
tation as to the amounts which may be 
invested in these two funds, they are 
primarily for the benefit of pension 
trusts of moderate size. The two other 
new funds, both designed to help trust 
accounts with particular investment re- 
quirements, are the Common Stock Fund 
which consists entirely of a diversified 
list of common stocks, and the Municipal 
Bond Fund for accounts needing tax- 
exempt income. Both of these latter 
funds are limited by law to $100,000 in- 
vestment by any one trust... The ad- 
dition of the four new funds to the long- 
established Diversified Fund and the 
Common Trust Fund for Legal Invest- 
ments will make our services more flex- 
ible. We believe that common trust funds 
have important advantages for trust ac- 
counts. Widespread recognition of their 
benefits is shown by total investment in 
our various funds of more than $100 
million at market values, participated in 
by more than 4,700 separate trust ac- 
counts. 

Provident Tradesmens Bank & 
Trust Co., Philadelphia 


Total increase in trust funds was 
$39,442,088. Of this, $17,938,329 was ac- 
complished through our normal channels 
. . . Actual new business transacted for 
the year was $102,132,285 which with 
disbursements of $62,690,197 resulted in 
the net increase shown above. 

Fidelity Trust Co., Pittsburgh 


The accounting and record-keeping of 
five major functions of the bank (in- 
cluding the trust department) are now 
handled by electronic systems 
Revenues of the trust department con- 
tinued the uninterrupted rise that has 
resulted in more than doubling this 
source of income during the past ten 
years. For the sixth successive year net 
operating earnings have shown an in- 
crease New business and estate 
planning had the most successful year 
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on record ... We estimate that every 
major division of this department’s ac- 


tivities is conducted at a profit with 
fees at fully competitive levels 
Growth in this type of business in re- 
cent years has been remarkable and in- 
dications are for a continuation of this 
growth into the future. 
Mellon National Bank & Trust Co., 
Pittsburgh 


Income expanded moderately as volume 
continued to rise .. . Services have been 
improved and extended . . . Personnel 
have been shifted and substantial ex- 
penditures made for new mechanical 
equipment, all of which will provide for 
our customers more extensive informa- 
tion on a more efficient basis. 

Peoples First National Bank 
& Trust Co., Pittsburgh 


During the past six years personal 
trusts have grown $34,180,837 (net in- 
crease) and $18,932,218 have been dis- 
tributed . . . Figures for 1958 (shown 
in a table): Gross earnings $346,974; 
Book Value Personal Trusts Dec. 31, 
1957 — $65,834,898; Trusts Distributed 
in 1958 — $4,639,538; New Trusts and 
Additions to Existing Trusts $15,618,- 
321; Book Value of Personal Trusts Dec. 
31, 1958 — $76,813,680 ... We continued 
to expand the use of our Common Trust 
Funds — 922 trusts have an investment 
of $1,781,684 in our Common Trust Fund 
of Legal Investments, an increase of 
$969,630 since last year. 250 accounts 
have $1,556,882 in our Common Trust 
Fund of Legal Common Stock invest- 
ments, an increase of $118,818. 

Berks County Trust Co., Reading 


Our trust department in Scranton took 
a short but historic ride. We quietly 
transferred $120 million in securities to 
our Main Office providing added cus- 
tomer convenience, placing the bank’s 
full scope of services under one roof, 
and achieving a worthwhile concentra- 
tion of building maintenance. 
Northeastern Pennsylvania National 
Bank & Trust Co., Scranton 


Best growth in trust assets, increasing 
over $1,700,000 . . . Gross commissions 
23.5% more than the average for the 
previous six years. 

Third National Bank & Trust Co., 
Scranton 


Increase in number of accounts (18 
closed, 27 opened, bringing total to 293) 


and in assets (increased $480,000 to 
$13,558,498). Assets were: Stocks $7,- 
180,565; Bonds $4,543,418; Mortgages 


$974,006; Real Estate $109,069; Miscel- 
laneous $120,259; Cash $631,182 

During the five year period 1949-1953 
average annual gross commissions were 
$40,743. Since then gross commissions 
collected have been: 1954 — $54,191; 
1955 — $72,085; 1956 — $70,943; 1957 — 
$55,687; 1958 — $60,601 (average for 


this period of five years — $62,701) .,. 
The annual gross commissions fluct ate 
greatly due to the fact that the trust 
department takes its commissions as ex. 
ecutor in the year that an estate is final. 
ly closed, and for this reason a com- 
parison of five-year averages is more 
meaningful than a year-to-year com- 

parison. 
First National Bank & Trust Co, 
Waynesboro, Pa, 


Book value of assets continued to rise 
and has increased 39% since 1954, 
Gross earnings were slightly lower be. 
cause estate fees did not quite attain the 
1957 level . . . Commercial banking facil- 
ities at our 100 Westminster St. location 
were closed and the space remodeled. The 
entire first floor is now devoted to trust 
administrative officers. A portion of the 
second floor was renovated for the estate 
planning and investment divisions .. . 
The efficiency of the department has been 
improved and trust officers are more 
readily accessible to beneficiaries and 
principals. 

Industrial National Bank, Providence 


Continued to grow with commissions 
reaching a new high, 9% over 1957... 
Following establishment of the tabu- 
lating division in 1955 and a Common 
Trust Fund in 1956, this year several 
“nominee” partnerships were formed... 
The estate planning division had a suc- 
cessful year securing many new ap- 
pointments ... The Common Trust Fund 
had 281 trusts and $5,898,697. 

Rhode Island Hospital Trust Co. 
Providence 

Outstanding year ... Value of assets, 
number of accounts, and total fees all 
reached new high marks ... A legal 
Common Trust was established in 1957 
and a discretionary Common Trust Fund 
in 1958. The two funds now provide 4 
high degree of flexibility of investment 

. . Emphasis this year has been on 
trust and estate counselling with indi- 
viduals and businesses. 

Citizens & Southern National Bank of 
South Carolina, Columbia 


Continued substantial growth . . . As 
sets and income reached new highs... 
An accelerated “New Business Program” 
resulted in a larger volume of appoint- 
ments than in any previous year .. 
Additions during the year brought the 
department staff to a total of 30 officers 
and employees . . . The two Common 
Trust Funds (in Greenville and Colum- 
bia) were merged for greater efficiency 

. Both investment management ané 
pension and profit-sharing plan services 
are becoming more popular. 

South Carolina National Bank, 
Charleston 

Asset growth keeping pace with 
growth of the bank .. . Steady increase 
in number and size of accounts. 

First National Bank of South 
Carolina, Charl«ston 


TRUSTS AND EstTATES 





trust 
Men 


opm 


have 
are 

tee 1 
func 


0: 
year 
subs 
gTov 
on fi 
exce 


E: 
and 
tody 
valu 

N 

In 
three 
asset 


filed, 


As 
earn 


7 


Trus 
empl 


El 
foun: 





of gs 
thro 
How 
not x 
Staff, 
persc 
prod 
Same 
of Sti 
tion | 
ly it 
emp] 
can ¢ 
great 
Tathe 
for le 
Trust 


Jury 


the 


ion 


nce 
ons 
bu- 
non 
ral 


suc- 
ap- 


und 


Co. 





ence 


sets, 

all 
egal 
L957 
‘und 
le a 
nent 
} on 
indi- 


ik of 
mbia 

As- 
‘am” 
oint- 
; the 
‘icers 
ymon 
ylum- 
jency 

and 
vices 


Bank, 
é ston 


with 
yease 


South 
leston 


T ATES 








Ira C. Denton (center), vice president and 


trust officer of First National Bank in 

Memphis, discusses with builders the devel- 

opment of property in Arkansas, held in 
trust by bank. 





Organized six years ago, our hopes 
have been more than fulfilled . . . We 
are serving as executor, guardian, trus- 
tee under wills, trustee of profit-sharing 
funds, and stock transfer agents. 

Rapid City (S. D.) Trust Co. 


One of the best and most profitable 
years, with every division showing a 
substantial increase in assets ... Rapid 
growth in number of accounts and wills 
on file... appointments as paying agent 
exceeded any previous year, 

First National Bank, Memphis 


Exceptionally good year . . . Personal 
and pension trusts, investment and cus- 
tody services maintained a high level 
... Increase in the number and dollar 
value of estates administered. 

National Bank of Commerce, Memphis 


In ten years accounts have multiplied 
three times in number and five times in 
assets . . . Increasing number of wills 
filed. 

First American National Bank, 
Nashville 

Assets reached a new high . . . Gross 
earnings showed a substantial increase 
... Moved to new expanded quarters... 
Trust staff of 20 full time officers and 
employees. 

Third National Bank, Nashville 


Electronic posting machines are a 
foundation for the many new marvels 
of service that will become available 
through the miracle of electronics . 
However, purchase of this equipment was 
not made with the view of reducing our 
staff, but rather to maintain present 
personnel and provide them the means to 
produce more in terms of capacity in the 
Same work time. It seems that reduction 
of staff strength is a popular misconcep- 
tion in these days of automation. Actual- 
ly it will accrue to the benefit of both 
employer and employee in that employer 
‘an economically pay a proportionately 
freater wage to present employees 
tather than employ additional operators 
for less efficient equipment . . . Common 
Trust Fund concluded its first year. 

Capital National Bank, Austin 
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Assets increased 20.6% ... 370 ladies 
attended Women’s Finance Forum, 
First National Bank, Beaumont 


Added seasoned manager .. . rekind- 
ling of aggressive sales philosophy ... 
striking improvement in year-end figures. 

Texas Bank & Trust Co., Dallas 


We place emphasis on the growth and 
prospects of the trust department... 
This department has made a very im- 
portant contribution to the earnings of 
the bank. 

First National Bank, Fort Worth 


Assets rose to an all-time high ... 
Gross earnings continued to increase... 
Department is a dynamic part of the 
economy of this area. Some indication 
of this is the fact that during the year 
$68,251,878 was paid from the various 
trust accounts for beneficiaries, tax pay- 
ments, payments on bonds, purchase of 
investments, upkeep on trust property 
... There were 195 trusts with oil and 
gas interests at year-end comprising 
1,308 pieces of property. There were 112 
with multiple producing interests cover- 
ing 192 counties and 17 states 
Number of accounts was greater than at 
any other year-end. 

Fort Worth National Bank 


Pooled investment fund for employee 
welfare plans inaugurated in September, 
the first such program in Houston. 

Bank of the Southwest, Houston 


Increase of more than 20% 
value of assets . 
in fees, 

National Bank of Commerce, Houston 


in book 
. . Favorable increase 


Attained all-time high in number of 
accounts and total assets. 
Texas National Bank, Houston 


Volume and income highest in our his- 
tory ... Assets increased from $42 mil- 
lion to $46 million . . . 10 officers and 38 
employees. Common Trust Fund com- 
pleted 8th year with assets of $3,104,695. 

Frost National Bank, San Antonio 


Number of customers and gross in- 
come increased substantially . . . Com- 
mon Trust Fund finished a very satisfac- 
tory third year ... Increased interest 
in business insurance trusts and invest- 
ment management ... We welcome the 
cooperation we have received from law- 
yers, life insurance representatives and 
accountants . .. A high degree of co- 
operation has been reached between the 
trust department and the other depart- 
ments of the bank in recommending ap- 
propriate prospects. 

National Bank of Commerce, 
San Antonio 


Steady growth and expanded earnings 
..- Volume of estate and personal trust 
business, as well as pension and profit- 
sharing accounts, increased substantially 
. . . Revenue surpassed the record high 
mark of last year. 

Walker Bank & Trust Co., 
Salt Lake City 





Value of assets has doubled in ten 
years ... 1958 earnings the highest ever 
... Common Trust Fund completed two 
years with 137 participating trusts and 
assets of $1,451,450. 

National Bank & Trust Co., 
Charlottesville, Va. 


Steady growth . .. Assets have in- 
creased from $13.2 million in 1946 to 
$37.6 million . . . Common Trust Fund 
has book value of $2,144,163 with 260 
trusts participating ... Increasing num- 
ber of will appointments . . . Adminis- 
tering a number of profit-sharing plans 

. Department now has 30 full time 
officers and employees. 

Peoples National Bank, 

Charlottesville, Va. 


While gross earning were somewhat 
lower, they were the fourth highest in 
the department’s history . .. 32 new 
accounts totaling $1,100,000 ... At year 
end 273 accounts totaling $10,680,000. 

First National Bank, Danville, Va. 


Continued growth in volume and num- 
ber of customers Discretionary 
Common Trust Fund grew to $5,306,000 
with 153 accounts participating ... Fees 
declined $13,000 below the record year 
of 1957 but’ were $22,000 more than in 
1956. 

First National Trust & Savings Bank, 
Lynchburg 


Best year in our history ... 49 new 
accounts valued in excess of $2,765,000 
... Common Trust Fund has grown. 

Lynchburg National Bank & Trust Co. 


Continued growth . . . Net additions 
to assets again showed an important in- 
crease .. . We contemplate installation 
in 1959 of Common Trust Funds “A” 





Marvin D. Fertsch, trust officer, Frost Na- 
tional Bank, San Antonio, and Miss Mar- 
garet Ann Kimball oversee calf branding 
on her ranch which is managed by the trust 
department. 
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dent and trust officer, Wells Fargo Bank. 
San Francisco . 
First V.Chm.: B. M. Randall, vice 
president and senior trust officer, United 
States National Bank, San Diego 
Second V.Chm.: J. Boatner Charaber.§ “© 
lain, trust officer, Pacific National Bank peopl 
San Francisco tional 


(fixed income) and “B” (common 


stocks). 
Peoples National Bank & Trust Co., 
Lynchburg 






































































A year of growth ... in every trust 
capacity . . . New business of consider- 
able magnitude ... Common Trust Fund 
in 11th year continued to grow with 
assets exceeding $8,000,000 and 300 ac- 
counts participating. 

National Bank of Commerce, Norfolk 


ae kg ae name: 
Corporate Fiduciaries Association oj ' 


Hartford County (Conn.) : life u 
are I 


Roun 





: President: Herman A. Papenfoth, 
Established two Common Trust Funds president, Plainville Trust Co. 


(one common stock, one fixed income). Per cent increase in gross trust earnings of Seevshiee: & Call orem _.. these 
Ete ’ . ie ry: A. Wallace Cudworth, trus , 

Seaboard Citizens National Bank, Fort Worth National Bank, 1949 = 100%. officer, Hartford National Bank & Trus gbank’ 
Norfolk ; Co. direct 

Very satisfactory year ... Income ex- Treasurer: Omer Contois, assistant impo! 


ceeded that of any previous year. secretary and trust officer, Plainvilk Mestate 
Seattle Trust & Savings Bank Trust Co. ; “H 





Number of accounts and volume of 
assets increases year by year. 
Central National Bank, Richmond 
$ : Continued growth necessitated moving rae ; 
Substantial gains reflect steady growth 4, pew roomy, comfortable and more ef- Trust Division, Connecticut Bankers As. 
trend Se 8 Many new estates, trusts, f-ient quarters with added personnel. sociation: ; 
agencies and will appointments... A Old National Bank, Spokane Vice President: Frank Y. Larkin, vic @ fed 


number of new employee benefit plan ap- ' : ob president, Putnam Trust Co., Greenwich § remoc 
pointments. Decided increase of activity ... More eaniy 


First & Merchants National Bank, acceptance of trust services than at any Corporate Fiduciaries Association of St. Trust 
Richmond time in our history... Diversified Fund Louis: 
for Trusts serving many additional 


our C 
ad of 


abunc 


Continuing increase . .. Staff of 60 iia: Kan diledie nao mail President: Edwin H. Bosse, vice presi- fl tions. 
including 14 officers . . . Common Trust . Prot? Bank of Washin sin dent and trust officer, Security Mutualf 7... 
Fund with 240 trusts participating held moe Bank & Trust Co. sles 
80 different investment issues. First V.P.: M. L. Hanley, vice presi- 

State-Planters Bank of Commerce Continued growth ... Assets increased dent, St. Louis Union Trust Co. that I 
& Trusts, Richmond substantially . . . In five years annual Second V.P.: Charles J. MeMullin, as- with | 
revenues have more than doubled. sistant trust officer, Boatmen’s National and n 


pen — of new cones - trusts Marshall & Ilsley Bank, Milwaukee Bank paper 

was the eee o rs agg RH Aga Secretary: Jesse M. Bristow, assistant J and a 
were again the highest in our history. ; ; : . , sa ee 

Virginia Trust Co., Richmond First Wisconsin Trust Co. of Milwaukee, trust officer, Mercantile Tr ust Co. by the 

First National Bank of Madison and Treasurer: Richard E. Fister, trust Bi tition 

Another year of successful operation First National Bank of Oshkosh has officer, St. Louis County National Bank Since 

. .. Increasing number of customers... continued to grow ... Many new ac- 

Common Trust Fund continuing to serve ¢ounts . . . Substantial additions to pen- 


its purpose, sion and profit-sharing plans ... Num- ; 4 ith ] 
Colonial-American National Bank, per of. will appointments has _ been Chairman: Walter E. Beyer, vice gj" 
president and trust officer, Boardwalk @ mpor 


Use of the trust services offered by 


Trust Committee, New Jersey Bankers §Y®r, 
Association: selecte 


Roanoke satisfactory, but we believe there is a ; : : 
Steady growth . .. Assets increased large untapped market for this service. National Bank, Atlantic City thon ' 
by 7% .. . Living trusts increasingly Wisconsin Bankshares Corp., Secretory: Gilbert C. ero Crus Bg intesti 
important aspect of our business . . . Milwaukee ficer, First National Bank of Princeto {oy eg 
Retirement and profit-sharing trusts A A A Trust Division, New Mexico Bankes In 
growing rapidly ... For the second con- , Sil i Association: Wear ¢ 
secutive year a record number of will Fiduciaries Elect trated 
appointments and life insurance trusts 
were established. 
First National Exchange Bank, 


Chairman: Kenneth Kruhm, trust of 9° 
Corporate Fiduciaries Association of ficer, First National Bank in Albvg ?., ( 
Arizona: querque yourss 


President: John D. Keller, vice presi- man \ 


Roanoke jiak Cains Wis ee. Peale Trust Division, Oklahoma Bankers Ass the “} 
Continuous growth over past decade Vice Pres.: F. L Gibson vice presi- ciation : the ac 
with 1958 the best year in both value dent, Valley National Bank, Phoenix President: M. A. McGlasson, trust 0! linus 


ficer, First National Bank & Trust Co. KC) 
Oklahoma City # 
Vice Pres.: C. B. Neal, vice president busine 
and trust officer, First National Bank & Count 
ah cake . ., Sebdasiiel “Ml sp- poronay California Trust Officers Asso- —_ Co., Tulsa _ oe 
pointments . . . 1,253 trust and estate i monatingy: Centon E.. Speen, ae a 
beneficiaries at year-end. President: Richard A. Steves, vice Secretary, Oklahoma Bankers Associatia family 
Peoples National Bank of Washington, president and trust officer, Security-First fam ily 
Seattle National, Riverside and + 
ae Sec.-Treas.: L. W. Pitts, vice presi- President: J. D. Bird, trust officer, from 
Continuing efforts to collect adequate gent and trust officer, Union Bank, Los United States National Bank of Port 
fees and commissions have added Angeles land 
measurably to higher earnings . . . Most Vice Pres.: Marvin T. Landers, a and 
profitable year on record ... Remark- Trust Division, California Bankers Asso- sistant trust officer, Portland Trust Bank 
able growth. ciation: Sec.-Treas.: A. C, Finke, trust officer, T 
Seattle-First National Bank Chairman: Fred B. Hack, vice presi- First National Bank of Portland will?” 


of assets and net income. 


‘ Sec.-Treas.: Miss Evva Shaw, assistant 
National Bank of Commerce, Seattle 


trust officer, Valley National Bank, 
Pleasing increase in volume of assets Phoenix 
. . . Number of trusts and estates con- 


Trust Companies’ Association of Orego: 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Vr. First looks up to 50 special 
eople” announces an ad of First Na- 
tional Bank of Atlanta, that carries the 
names and company affiliations of fifty 
life underwriters in the bank’s area who 
are members of the “Million Dollar 
Round Table.” The annual salute to 
these men and women is part of the 
bank’s advertising program related to in- 
direct selling through building up the 
importance of the other members of the 
estate planning team. 

“How inviting! ... That’s what one of 
our customers remarked,” observes an 
ad of National Bank & Trust Co. of Fair- 
field County (Conn.) that features the 
remodeling of its Greenwich Trust Ex- 
ecutive Office. “You'll find the entire 
Trust Department on the main floor with 
abundant conference room accommoda- 
tions.” The same issue of “Greenwich 
Time” carried expansive congratulatory 
advertising by five of the business firms 
that participated in the remodeling job, 
with photos appearing in the bank’s ad 
and most of the congratulatory ads. The 
paper ran a news story on the renovation 
and also one of the merit award received 
by the bank in the annual report compe- 
tition conducted by the Financial W orld. 
Since this is the bank’s 125th anniversary 
year, the trust department mailed to a 
selected list of residents in connection 
with Law Day U.S.A. a pamphlet on the 
importance of wills, another on distribu- 
tion of an estate under the Connecticut 
intestacy law, and a 12-page work sheet 
for estate planning data. 

“Investors ... how many hats do you 
wear?” inquires an appropriately illus- 
trated ad of City National Bank & Trust 
(o,, Chicago, Observing that the “do-it- 
yourself investor has to be a man of 
many talents,” the text discusses five of 
the “hats” he has to wear and suggests 
the advantages of an investment service 
account. 

“Our trust business is a very human 
business” states an ad of Worcester 
County (Mass.) National Bank. The 
thought is extended in the comment that 
the trust department’s work “is largely 
family business—serving and guarding 
family interests in accordance with law 
aid the instructions we have received 
fom: ~people—who like yourself—are 
tnccrned with future family welfare 
and security.” 

“You mean it costs no more to name 
he Trust Company executor of my 
will’ inquires the man pictured in an 
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The mighty oak tree, full of huge acorns 
is the adaptation of the time-honored family 
tree device used in 1959 by National Bank 
& Trust Co. of Fairfield County, Conn., to 
commemorate its 125th anniversary year. Each 
acorn shows one of the bank’s 15 branches, 
a map of the area is skillfully incorporated 
in the trunk, and the bank’s lineage is de- 
picted in the roots. 


ad of Northern New York Trust Co., 
Watertown. The statutory specification 
of fees is explained, the “talents and ex- 
perience” of the trust department men- 
tioned, and the added comment made 
that “Our trust department is not a ma- 
chine.” 

“Frederick Deane, Jr. Family Sets Up 
A ‘Family Trust’ ”—with accompanying 
photo—heads an ad of Bank of Virginia, 
Richmond on this type of trust agree- 
ment. The bank has also published a 
booklet describing how the Family Trust 
(see T&E May ’59 p. 418) works for hus- 
band, wife and children. 

“Enough to make a man think” in an 
ad of Huntington National Bank, Colum- 
bus, Ohio is the pictured sword of Damo- 








— 


Illustration for City National Bank & Trust 
Co. of Chicago ad. 


cles that represents today’s estate and in- 
heritance taxes. An estate analysis by the 
trust department is recommended. 

“Who’s tying up the loose ends?” in- 
quires an ad from Continental Illinois 
National Bank & Trust Co., Chicago, 
which comments that “no man or woman 
can tie up a portfolio of stocks and bonds 
and forget it.” The bank’s agency plan 
is described. 

“Our friends call us the ‘First National 
of Evanston’ but the “Trust Company’ 
part of our name is important too,” states 
an ad of this Illinois institution. “As we 
have grown our Trust Department has 
grown at even a faster pace. The number 
of accounts served has tripled in the past 
10 years, doubled in the last 5 years. 
The assets in those accounts have shown 
even greater gains.” The text further 
comments on the part played by trust 
services in obtaining “future financial 
security” for customers and their bene- 
ficiaries. 

“Is yours just a will .. . or a Compre- 
hensive Estate Plan?” asks an ad from 
Fulton National Bank, Atlanta. The “big 
difference” is described in this manner: 
“A very simple will may tell to whom 
you leave your property and who will 
be your executor, but it could be the 
most costly act of your life. A compre- 
hensive estate plan goes one step further 
to provide many things for your family’s 
benefit; such as a marital trust, instruc- 
tions for the continuation and manage- 
ment of a business, reinvestment of funds 
and provisions necessary to take advan- 
tage of all possible tax savings.” 


Booklets 


“Does Your Will Meet This Test?” 
titles a folder of United States Trust Co., 
New York, that allows space for the 
customer to check “yes” or “no” to 
questions about the date and important 
provisions of his will, changes in the 
family situation, in residence and in fi- 
nancial status. Another question refers 
to consultation with the customer’s law- 
yer after changes in the income, gift and 
estate tax laws made subsequent to the 
drawing of the will. “If you have checked 
“no” opposite any of these statements, 
your will needs review.” 

“Trust Business is Human Business” 
—a folder from The Hanover Bank, New 
York ,makes the important point that 
“To be understanding and sympathetic, 
to try to meet each request as the estate- 
owner would himself if he were here, 
the trust officer needs discretion: To 
supplement income with payments from 
principal. . . . To apportion income 
among beneficiaries.” The folder also 
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states that the bank welcomes co-trustee 
appointments, saying that “Often an in- 
dividual can contribute his own close 
understanding of a family and its wishes 
to the management of trusts.” 

A most attractive booklet with color 
illustrations presents to the customer or 
prospect the “Investment Service” of 
Chase Manhattan Bank, New York. After 
a brief general introduction, the sections 
deal successively with research and 
analysis, managing a program suitable 
to the objectives of the individual, how 
the system works, who uses this service, 
and what it costs (in actual dollars or 
percentages). The same institution has 
published a book of “Forms For Use In 
Claiming Exemption From Federal and 
New York Stock Transfer Taxes. This is 
a practical and convenient time-saver for 
all persons interested in correct and gen- 
erally accepted forms in this field. 


VV VY 


Estate Planning Council 
Activities 


Los Angeles—On June 15 William R. 
Spinney, trust officer of Title Insurance 
& Trust Co., and Arthur B. Willis, tax 
attorney, discussed “The Life Under- 
writer's Personal Estate Problems and 
Their Solution.” 

East Bay— On June 8 Richard Kent, 
C.P.A., spoke on the value of closely held 
corporations under the title “How Much 
Is That Doggie In The Window?” 

San Francisco—On June 10 a panel 
discussed “Problems of the Optional 
Valuation Date and the Interrelationship 
between the Estate Tax and the Income 
Tax to the Estate.” Joseph J. Hyde was 
moderator; Frank Larkin and Frank W. 
Boydstun were panel members. All are 
C.P.A.’s. 

Denver—New officers for the 1959-60 
season are: Pres.—William R. Alexan- 
der, trust officer, First National Bank; 
Vice Pres——John J. McDonald, State 
Mutual Life Assurance Co.; Sec.—A. C. 
Ahlberg, accountant; Treas.—James H. 
Turner, attorney. 

Northeast Florida — Officers elected 
May 26 for the 1959-60 season are: Pres. 
—H. Laurence Cooper, Gulf Life Insur- 
ance Co.; Vice Pres.—William R. Fraz- 
ier, attorney; Sec.—Jewell A. Davis, 
C.P.A.; Treas. — Kenneth E. Haefele, 
vice president and trust officer, Florida 
National Bank, Jacksonville. 

Hawaii—On June 18 a panel discussed 
“Some Uses of Life Insurance in Estate 
Planning.” Moderated by Phil Brooks, 
the panel members were Randy Pratt, 


Hank Wild and Shigeru Ohye. 
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Illustration in Chase booklet on Investment Service. 











Calumet-Hammond, Ind.—On June 16 
a panel discussed a typical estate prob- 
lem, copies of which were sent to the 
council members beforehand. On the 
panel were: Albert Hand, attorney; 
Harry F. Smiddy, vice president and 
trust officer, Mercantile National Bank, 
Hammond; James Etling, C.P.A.; and 
John Werkowski, life insurance agent. 

Flint—On June 4 Brennan Gillespie of 
the Estate and Gift Tax Division of the 
Detroit office of the Internal Revenue 
Service addressed the council. 

Eastern New York—At the May 26 
annual meeting an amendment was 
adopted extending membership to 
C.P.A.’s. Officers elected for the 1959-60 
season are: Pres.—Ralph D. Semerad, 


attorney; Vice Pres-—Edwin W. Uhl, 








New officers of Dallas Estate Council (I. 
to r.): Henry DuBois, vice pres.; Ben Kerr, 
vice pres.; Albert A. Helfand, pres.; Wil- 
liam E. Collins, treas.; M. K. Winborn, sec. 





Jr., trust officer, State Bank of Albany: 
Treas.—Harold R. Fleck, Equitable Lif 
Insurance Co. of Iowa, Albany; Sec— 
C. Emory Lochner, attorney. 








Rochester—Officers elected on June 16} 
for the ensuing year are: Pres.—Robet 
M. Williamson, Connecticut Mutual Lit 
Insurance Co.; Ist Vice Pres.—E. Jame 
Hickey, attorney; 2nd Vice Pres.—Cla: 
ton F. Kaul, trust officer, Genesee Valle: 
Union Trust Co.; Treas.—Charles |. 
Clapp, C.P.A. 


Fargo-Moorhead—Officers elected fa 
the ensuing year are: Pres.—Jon Voge. 
attorney; Vice Pres.—Robert Kline 
Equitable Life Insurance Co.; Sec.-T reas 
—William Gehrke, Massachusetts Mu 
tual Life Insurance Co. 


Ogden—Officers elected on May 28 fo 
the ensuing year are: Pres.—K. A 
Young, trust officer, First Security Bani 
of Utah, N.A.; Vice Pres.—W. Evans 
Woodbury, C.L.U.; Sec.—Glen %: 
Adams, attorney; Treas.—William t 


Johnson, C.P.A. 


Milwaukee—On June 8 Alexande 
Eulenberg, C.P.A., attorney and assoc 
ate professor of taxation, Loyola Unt 
versity, Chicago, spoke on various a 
pects of estate planning including deat! 
insurance, conduct of personal affairs. 
domicile, and observations on relation 
with the family. He titled his talk “Tf | 
Should Die Before I Wake.” 























= 





























TRUSTS AND EstATES 





P 
0: 
field 
profite 
ing tc 
Feder: 
Comn 
rate ¢ 
previc 
rootec 
extent 
1958. 

The 
trust 
has in 
tions 
predo 
missic 
the a1 

Ap] 
banks 
net lo 
in 195 
ing a 
banks 
credit 
tions 
banks 
opera 

Tru 
City | 
19% 
by ba 
ally | 
year 
more 
greate 
were 
ings 
tered 
ings 
differ 
were 
“alloy 
than 1 


Tot 
earne 
reach 
the 5 
the d 
pands 
nual 

Gr 
tile 
1957 
“cor} 
larg. ¢ 
Count 
sigh 


Was 2 


Jury 

















PERATIONS OF TRUST DEPARTMENTS 
O in New York, New Jersey, and Fair- 
field County, Conn., were 742% more 
profitable in 1958 than in 1957, accord- 
ing to the annual study made by the 
Federal Reserve Bank of New York. 
Commissions and fees displayed a lesser 
rate of improvement than in the year 
previous. Improved net earnings were 
rooted in allowed credits which to some 
extent reflected higher interest rates in 
1958. 

The coverage of the annual survey of 
trust department income and expenses 
has increased from as few as 83 institu- 
tions to 118 banks accounting for the 
predominant portion of total trust com- 
missions and fees received by banks in 
the area. 


Approximately the same number of 
hanks included in the survey reported 
net losses on trust business this year as 
in 1957. Forty-three institutions compris- 
ing about one-third of the reporting 
banks, reported losses before allowed 
credits contrasted with 42 such institu- 
tions in 1957. After allowed credits 26 
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“Bhanks still showed net losses in trust 
operations compared with 25 in 1957. 
ne If Trust departments of 10 New York 
obett City banks which account for more than 
| Lit 75% of total trust commissions received 
am Bby banks in the City, reported substanti- 
Clay ally better results in 1958 than in the 
alle year preceding. Net earnings, up by 
Ss Le nore than 50° over 1957, recorded the 

greatest rate of advance since these data 
d fajf were first collected in 1954. Gross earn- 
/oge.f ings from commissions and fees regis- 
<linefi tered only modest gains, but net earn- 


ings were aided by two factors which 
differed from the year before: Expenses 
were held to only modest increases, 
“allowed credits for deposits” was more 
than twice that of the previous year. 















Bani Total trust commissions and _ fees 
Evans ned by the 10 New York City banks 
_ Wateached a new peak of nearly $90 million, 
. the 5th successive year of increase. As 


the dollar volume of trust business ex- 
, Se 

pands, however, some easing in the an- 
' ae 

nla: growth rate may be anticipated. 
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ss0Cl 
Uni Greatest dollar gains were in the vola- 
aia tle “estates” component which topped 
death 95% levels by $1.3 million. By contrast, 
fairs. ‘na orate trusts and agencies’—the 
ation “2° Source of income—moved in a 
cf [ger direction with receipts declining 
‘igh tty from 1957. A sizable advance 
"as ogain reported in pension and profit 
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sharing trusts which, hewing closely to 
trend, registered an 18.1% advance over 
1957. 

While expenses were higher than in 
1957, the rate of increase (3.6%) was 
less than one half that reported during 
1957. Total operating earnings as a re- 
sult were 10% higher. The addition of 
more than $20 million in “allowed cred- 
its’—twice the 1957 amount—carried 
net earnings to $32.7 million, or 50% 
above that reported in 1957. Total direct 
and overhead expenses expressed as a 
percentage of commissions and fees in 
1958 were identical with that of the 
previous year, 89%. 

A reversal in operating experience this 
year between personal and corporate 
trusts occurred. Expense ratios of the 
former declined from 92% to 89.6% of 
total fees and commissions. Corporate 
trust expenses by contrast were higher, 
88.2% against 85.6%. Within the per- 


sonal trust sector, pension and profit 
sharing trusts continued their unprofit- 
able record and reported net operating 
losses for the sixth consecutive year cov- 
ered by this survey. “Estate business,” in 
which precipitant changes bar the estab- 
lishment of any trend, registered a strik- 
ing 19.9% net profit on total commis- 
sions and fees contrasted with losses last 
year. 


For the 84 reporting banks outside of 
New York City 1958 was likewise a year 
of improved trust commissions, fees and 
net earnings traceable to assistance from 
the non-operating side. Gains in commis- 
sions and fees rose less than expenses 
causing net operating earnings to sub- 
side from their 1957 levels. More than 
offsetting, however, were allowed credits 
resulting in trust department net earn- 
ings approximately 5% higher than in 
1957. 

These banks accounted for 86% of 
total commissions and fees received by 
the 101 banks outside of New York City 
cooperating in the survey. Noteworthy is 
the 10.5% gain in commissions and fees 
amounting to $1.4 million. Substantial 
improvement was noted at institutions in 
the $100-200 thousand commission class 
while opposite trends were disclosed in 
the under $50 thousand and $200-300 
thousand categories. Greatest percentage 
gains were made in estates, and pension 
and profit sharing trusts which, dollar- 
wise, accounted for approximately one- 
half of the advances in total commissions 
and fees. Expenses, higher by $1.6 mil- 
lion, rose more rapidly than earnings 
causing net operating earnings of $1.3 
million to decline more than 15% below 
the previous year’s level. Allowed credits 
of $1.9 million, however, raised trust 
department net earnings to a level 5% 
above last year. 
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By NoraH K. DONOVAN 
Member of the New York Bar 


Books 


Women In Banking 


GENIEVE N. GILDERSLEEVE. Public Af- 
fairs Press, Washington, D. C. (115 pp. $3.25.) 


Miss Gildersleeve, the author of this 
history of the growth of the National 
Association of Bank Women, was as- 
sistant secretary of the Trust Division 
and editor of trust publications of the 
American Bankers Association from 
1924 to 1954. She is now serving as 
United Nations Representative of the 
Business and Professional Women’s 
Foundation. 

Her narrative is factual, warm, and 
inspiring in its portrayal of the strug- 
gles of the organization and its indi- 
vidual members through the years of 
recession after World War I, the de- 
pression with its mergers and failures, 
the challenges of the second World War, 
and the attainment of maturity. There 
are abundant statistics and illustrations 
to make the book most welcome to the 
young woman graduate looking forward 
to a career as a banker in these en- 
lightened days. For those who have 
already carved out their roles in the 
field, the pictures and stories will surely 
bring pleasurable memories of challenges 
and achievements, 


ARTICLES 


Changing Concepts and Cy Pres 


EDITH L. FISCH. Cornell Law Quarterly, 
Spring, 1959 (Ithaca, N. Y.; $1.50). 


The rigorous cy pres prerequisites 
have been slowly melted down by judicial 
construction over the past fifty years, 
and, more recently, by legislation, this 
author shows. For example, where gifts 
to a named hospital and school failed, 
the courts, nevertheless found sufficiently 
broad charitable intent on the part of 
the donor to justify a taking by another 
educational institution or hospital. In 
the light of such trend, the author ques- 
tions the need for continued application 
of the rigid cy pres doctrine. 


Inheritance Taxation — Selected Pro- 
visions of Michigan, Illinois and 
Ohio — A Study in Application and 
Justification 
EDWARD B. STULBERG. Michigan Law Re- 
view, April, 1959 (Ann Arbor; $1.50). 

This commentary explores the existing 
variations in Michigan, Illinois and Ohio 
inheritance tax laws with respect to 
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joint interests, contingent remainders, 
powers of appointment and life insur- 
ance; with particular emphasis on the 
treatment accorded the surviving spouse 
and children. 


Planning the Disposition of Death 
Benefits Under Qualified Pension 
and Profit Sharing Plans 
DAVID STOCK. Journal of American Society 
of Chartered Life Underwriters, Spring. 1959 
(3924 Walnut St., Philadelphia; $1.50). 

The dearth of thought which the ma- 
jority of employees give their retirement 
and post death resources prompts Mr. 
Stock to analyze the very favorable tax 
treatment available to them. He states 
that the receipt and disposition of em- 
ployee benefits under qualified pension 
and profit sharing plans are treated 
more favorably under various federal tax 
laws than the realization and devolution 
of any other form of economic wealth. 
Essential tax features in this area are 
then set forth. 


A Decade of Transition in Future In- 
terests 

BERTEL M. SPARKS. Virginia Law Review, 

May, 1959 (Charlottesville, $2). 

In this second part of his comprehen- 
sive and discerning study on develop- 
ments in the law of future interests, 
Professor Sparks describes as: anomaly 
the “legislative aberration” of Pennsyl- 
vania’s “‘wait-and-see” doctrine, adopted 
in 1947 and since followed in five other 
eastern states. Fortuitous events hap- 
pening after the transaction is completed 
are relied upon to determine its validity, 
while elsewhere in the law the validity 
of a transaction is determined at the 
time it occurs. The author believes that 
many difficulties not yet foreseen will 
be revealed when the wait-and-see doc- 
trine is applied to factual situations. 

The “rampant confusion” in New 
York and in the other states which fol- 
lowed its legislative lead in the “two 
lives”. rule has not been completely re- 
moved by the recent enlargement of the 
statute to “lives in being.” Also, the 
author questions the validity of two re- 
cent developments in New York, one the 
decision upholding a pre-emption con- 
tract giving a corporation an option to 
repurchase certain shares of stock at the 
original price if the stockholder decided 
to sell; the other the legislative re- 
straint imposed by the City of New York 
upon the right of sellers and landlords to 
select their own customers. 

“Security-laden” plans, such as trusts 
designed to carry out employer-employee 
schemes for retirement, stock bonus, pen- 
sions, disability and death benefits, profit 
sharing and related matters, have been 
protected against the impact of the rule 
against perpetuities in most of the 
states by special legislation. Although 
considered desirable as a social measure, 


the author wonders whether these scheme 
will not affect the supply of risk capit, 
to such an extent that new industrig 
will be threatened. 

These and other aspects of rule’s ap. 
plication are carefully analyzed in rels. 
tion to economic and social needs, an/ 
historical origins. In spite of many se. 
backs, the author concludes that if th 
demands for an expanding industri; 
machine remain vital, the present ey, 
will emerge as a period of adjustmer 
and not as a period of reversal. 


Further Thoughts on Pennsylvani, 
Perpetuities Legislation 


PHILIP MECHEM. Pennsylvania Law Reviey, 
May, 1959 (3400 Chestnut St., Phila. 4; $2), 


This article is taken from a paper le. 
fore the Ohio Valley Regional Meeting 


(Pittsburgh) of the Section of Rei 
Property, Probate and Trust Lav, 
American Bar Association. Professor 


Mechem voices clear and cogent reasons 
for a return to the common law rule that 
“No interest is good unless it must vest, 
if at all, not later than twenty-one 
years after some life in being at the 
creation of the interest.” 

Pennsylvania’s “wait-and-see”’ legisla. 
tion should be repealed, he believes, as 
should all other legislation following on 
its heels. It is like a horse race, he says. 
“Don’t decide which horse is the bes 
and most likely to win; wait and se 
which one does win, then pay off the 
lucky gamblers.” Since we are not el- 
gaged in a gamble, however, but in 
estate planning to preserve a maximum 
of flexibility, a formula is needed by 
which it can be determined whether 4 
given limitation is undesirable as likely 
to delay vesting too long. This formula 
in the opinion of the Professor, is the 
common law rule against perpetuities. 

Numerous situations are examined to 
show the fallacies of the Pennsylvania 
doctrine, and the conclusion is that it 1s 
much better to look before leaping than 
to wait and see. 


Bequests to an Existing Trust — 
Problems and Suggested Remedies 


W. S. MCCLANAHAN. California Law Re 
view, May, 1959 (Berkeley, $2). 
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A paraphrase on Hamlet’s soliloquy | 


To pour, or not to pour: that is the ques 
tion: 

Whether ’tis nobler in the courts to suffer 

Some few defeats and win some victories 

Or to take refuge in a score of pages 

And spell it out all over in the wil!? 


introduces this article on the problems 
of pouring over and of incorporating by 
reference, After reviewing the case lav 
and literature on the subject, the autho! 
analyses typical factual situations, var’ 
ous statutes, and then concludes with 
recommendations for a proposed statute. 
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TATES 


legislation affecting Trusts and Estates 


(Fourth 1959 Report) 


CALIFORNIA 


A.B. 951: Amends Sec. 715.3, Civil 
Code, providing that retirement systems 
established pursuant to laws of Cali- 
fornia shall be exempt from rules against 
perpetuities and suspension of power of 
alienation, to extend exemption to em- 
ployee profit sharing plans and remove 
requirement that plans be organized un- 
der California law. 

A.B. 1492: Amends Secs. 645 and 646, 
Probate Code, to increase from $2,500 to 
$3,500 value of estate which may be set 
aside to spouse or minor children without 
administration. 

Ch. 470: Repeals statutory rule against 
suspension of absolute power of alien- 
ation and substitutes American common 
law rule against perpetuities in govern- 
ing future interests in property; makes 
conforming change in Sec. 724 relating 
to accumulation of income; regulates 
validity of terms and duration of trusts 
not limited in time to term in which fu- 
ture interests must vest, and provides 
that trust, having existed longer than 
time within which future interests in 





property must vest, shall be terminated 
upon request of a majority of benefi- 
ciaries or by court upon petition of At- 
torney General or any person affected 
thereby. 

Ch. 709: Replaces Gifts of Securities 
to Minors Act with Uniform Gifts to 
Minors Act. 

Ch. 864: Amends Sec. 1120 and adds 
Sec. 1120.1, Probate Code, to provide that 
court having jurisdiction over testa- 
mentary trust has power to authorize 
trustee to accept additions to trust from 
sources other than decedent’s estate, and 
that such additions are subject to juris- 
diction of court. 

S.B. 274: Declares that life insurance 
policy may be payable to trustee as 
named in insured’s will as it exists at 
time of death, with provision for pay- 
ment over on failure of appointment of 
trustees; provides for appointment of 
trustee at time of probate; proceeds 
shall not be considered payable to estate 
hor subject to creditors’ claims. 


FLORIDA 


S.B. 248: Permits bequest to existing 
trust although it be amendable and re- 
vocable and provides that disposition is 
to be governed by terms of trust as 
amended. 

S.B. 250: Amends Sec. 734.01 relat- 
ing to compensation of multiple personal 
tepresentatives, to make minimum not 
less than one full commission and maxi- 
mum not more than two full commis- 
sions. 

S.B. 284: Provides for deposit in state 
treasury of estate funds when County 
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Judge determines that such would not 
enure to benefit of legatee or distri- 
butee residing outside United States or 
its territories. 

S.B. 287: Amends Sec. 731.3 to ex- 
tend time within which widow must file 
dower claim (within nine months after 
publication of notice to creditors) to 60 
days from date to which judge may ex- 
tend time for filing claims or date of 
final judgment determining any litiga- 
tion or contested claim or from time al- 
lowed to personal representative for fil- 
ing objection to claim, 


HAWAII 


Act 95: Revises prudent man rule 
statute specifically to authorize trust 
companies to invest in shares of regis- 
tered investment companies which pru- 
dent men might acquire for their own 
account. 


H.B. 1590: Amends Sec. 219-17 to 
further restrict allowance of annual 
principal commission of 1/10 of 1%; 
revises Sec. 219-19 to increase fees of 
trustees of charitable trusts to 2% on 
excess of $205,000 (formerly reduced to 
1% over $505,000). 


IDAHO 


Ch. 106: Provides that probate judge 
authorizing sale of estate property may 
execute deed thereto where executor, ad- 
ministrator or guardian has been dis- 
charged, is disqualified or refuses to 
execute same. 

Ch. 1386: 
Simplification 
Transfers, 


Adopts Uniform Act for 
of Fiduciary Security 


ILLINOIS 


S.B. 88: Amends Ch. 120 par. 398 to 
provide that future interests dependent 
upon contingencies or conditions will be 
taxed on assumption that most probable 
of contingencies or conditions will hap- 
pen (instead of being taxed at highest 
possible rate), there may be later deter- 
mination of tax on happening of contin- 
gencies or conditions only if this will 
result in lower tax, in which event ex- 
cess amount paid can be recovered, with- 
out interest. 


H.B. 35: Amends Sections 5 and 14 
of Principal and Income Tax (Ch. 30 
pars. 163 and 172) to provide that in- 
come accruing during administration of 
estate is to be distributed ratably among 
trustees of pecuniary legacies in trust 
and persons entitled to residuary estate; 
legatee of pecuniary legacy not in trust 
is not entitled to interest or income; 
legatee of property specifically be- 
queathed is entitled to net income there- 
from; income accruing during adminis- 
tration from assets sold to pay legacies, 


claims, expenses and the like will no 
longer be considered principal; taxes on 
income of trust estate (including taxes 
on receipts defined as principal) are pay- 
able out of income. 


INDIANA 


Ch. 44: Provides that bank or trust 
company shall hold uninvested no more 
than $1,000 or no more than one-tenth of 
total corpus, whichever is greater, of 
money in fiduciary capacity for longer 
period than six months (never in excess 
of $10,000 in any case). 

H.B. 192: Makes obligations of Feder- 
al Land Banks, Intermediate Credit 
Banks and Banks for Cooperatives legal 
investments for fiduciaries. 

Ch. 200: Eliminates necessity for 
notarization of documents in probate pro- 
ceedings, 

Ch. 239: Makes provisions in Sec. 
7-203 relative to settlement of small es- 
tates, apply to surviving spouse or minor 
children. 

Ch. 319: Authorizes State Revenue De- 
partment (law now reads “state board 
of tax commissioners”) to give consent 
to transfers of personal property in 
estates of nonresidents, and permits de- 
partment to charge $1 for consents in 
such estates. 


IOWA 


H.F. 718: Sets up framework for super- 
vision of charitable trusts by attorney 
general; requires making of annual re- 
ports and giving of notice of judicial 
proceedings affecting such trusts to at- 
torney general; directs him to prepare 
and maintain a register of all charitable 
trusts and authorizes him to conduct 
investigations regarding administration 
thereof; holds trustee to liability for 
failure to exercise reasonable care re- 
gardless of exonerating language in trust 
instrument. 


KANSAS 


H.B. 194: Amends Uniform Gifts to 
Minors Act to eliminate restriction of 
transfer of security not in registered 
form to member of minor’s family or his 
guardian; now any adult person, other 
than donor (as well as trust company) 
may be custodian. 


MAINE 


Ch. 53: Adopts Uniform Act for Sim- 
plification of Fiduciary Security Trans- 
fers. 

Ch. 276: Repeals Ch. 154, Sec. 20, 
providing administration of estates of 
persons sentenced to life imprisonment. 

Ch. 322: Authorizes creation of mu- 
tual trust investment company by banks 
for investment of their fiduciary funds 
in event they do not have own common 
trust fund. 


Ch. 330: Provides for collective in- 
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vestment of hospital trust funds and 
cemetery trust funds. 


MARYLAND 


Ch. 7: Amends Art. 93, Sec. 7, to in- 
crease from $300 to $500 maximum 
amount allowable for funeral expenses 
without special Order of court. 

Ch. 254: Amends Art. 81, Sec. 144, to 
increase tax on executors’ (and pre- 
sumably administrators’) commissions 
from 1% on first $20,000 plus 1/5 of 1% 
on balance to (1) 1% on first $20,000 
plus 1/5 of 1% on the balance, or (2) 
10% of total commissions allowed, which- 
ever is greater. 


MASSACHUSETTS 


Ch. 68: Provides that after ten years 
from recording of conveyance no spouse 
of party making conveyance shall make 
any claim to dower or curtesy in land 
conveyed unless within such period 
spouse has recorded in registry of deeds 
notice stating that dower or curtesy may 
be claimed therein; statute applies also 
to conveyances recorded prior to effective 
date but period for recording notice will 
not expire prior to Jan. 1, 1961. 

Ch. 149: Amends G.L. 190, §3, pro- 
viding that where person dies intestate, 
without spouse or kindred, estate shall 
escheat to Commonwealth, by adding pro- 
viso that estate of member of Soldiers’ 
Home in Massachusetts or Soldiers’ 
Home in Holyoke shall go to legacy fund 




















ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 
exclusive Washington Square. 
Spacious single rooms from $9. 
daily. With air-conditioning from 
$12. Lavish 2 and 3 room apart- 
ments with serving pantries. 
Television available. 


SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 
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or account of home of which veteran 
was member. 


MINNESOTA 


Ch. 44: Amends Sec. 291.29 (5) to 
provide that register of deeds of each 
county shall render semi-annual reports 
to Commissioner of Taxation containing 
statement of any conveyance filed or 
recorded in his office which appears to 
have been made or intended to take effect 
in possession of enjoyment after death 
of grantor. 


Ch. 88: Amends Sec. 48.36 to prescribe 
factors which Commissioner of Banks 
shall take into consideration before 
granting trust powers to State bank, and 
Sec. 48.74 to specify conditions under 
which money deposited in fiduciary ac- 
counts may be used for general banking 
purposes. 


Ch. 429: Amends Sec. 292.04 (6) to 
provide that no part of gift to minor 
donee which complies with Uniform Gift 
to Minors Act shall be considered gift of 
future interest in property. 


Ch. 525: Amends Sec. 525.551 to pro- 
vide for notice to Commissioner of Pub- 
lic Welfare of appointment of guardian 
of mentally retarded, epileptic, dependent 
or neglected persons under his tempoary 
custody. 


Ch. 682: Amends Sec. 291.15 to pro- 
vide that interest shall only be payable 
on unpaid inheritance taxes for six years 
from time tax is due. 


MISSOURI 


H.B. 225: Empowers guardian of 
spouse to act for his ward, together with 
other spouse, or guardian for other 
spouse, so as to permit disposition of 
property held by entireties; provides pro- 
bate court procedure for such disposition. 

S.B. 121: Relieves persons acting in 
good faith with fiduciary from liability 
for participation in breaches of fiduciary 
obligations. 

S.B. 141: Amends various sections re- 
lating to probate code, as follows: Sec. 
473.010, place of probate; Sec. 473.083, 
within which will may be contested and 
procedure therefor; Sec. 473.233, inven- 
tory and appraisal of probate estate; 
Sec. 473.237, affidavits of executor or ad- 
ministrator and appraisers; Sec. 473,357, 
property in hands of decedent but not 
owned by decedent; Sec. 473,380, require- 
ment that claims be presented by affi- 
davit; Sec. 473.500, orders of sale, 
mortgage or lease; Sec. 473,640, partition 
of personal property to be distributed in 
kind; Sec. 474.150, gifts and conveyances 
in fraud of marital rights; Sec. 475.070, 
personal service of notice of petition for 
appointment of a guardian of minor. 


S.B. 241: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 


S.B. 270: Amends Sec. 456,060 to per- 
mit employee benefit trusts in perpetuity 


and Sec. 456.070 to permit accumulation; 
of income of such trusts. 


MONTANA 


S.B. 72: Amends Sec. 91-4407 to alloy 
deduction of attorneys’ fees and othe 
such expenses in proceedings to termi. 
nate joint tenancy and eliminates ruk 
set by State ex rel. Board of Equaliz. 
tion v. Rice, 329 P. 2d 451. 

S.B. 103: Excepts trusts which ay 
part of pension, retirement, insurane 
savings, stock bonus, profit-sharing « 
similar plan, from provisions of an 
statutory or common law rule relatiy 
to restraints against alienation, suspe. 
sion of power of alienation, accumulatin 
of income, perpetuities or remoteness ¢ 
vesting. 


NEBRASKA 


L.B. 50: Amends Sec. 30-603 ani 
604 to except from time limitation o 
presentation claims for taxes on per. 
sonal property of estate, and require: 
county assessor’s certificate and treas. 
urer’s statement that all property has 
been inventoried and claims for taxes 
thereon filed. 

L.B. 360: Declares that possibilities of 
reverter or rights of entry or re-entry 
for breach of condition subsequent are 
inalienable and undevisable future in. 
terests, but limits their validity to 3 
years. 

L.B. 361: Permits bequests to minors 
under terms of Uniform Gifts to Minors 
Act; if testator does not name custodian 
or named custodian is unable or unwill- 
ing to act, executor shall designate cus- 
todian with approval of court. 

L.B. 367: Amends Sec. 57-210 to 
authorize court to ratify unauthorized a 
defective lease executed by fiduciary and 
empowers trustee, subject to court ap- 
proval, to make oil and gas leases, pool- 
ing or unitization contracts and other 
mining leases for term not exceeding 10 
years and as long thereafter as there 
is production “in paying quantities.” 


NEW HAMPSHIRE 


S.B. 74: Amends Sec. 556 to require 
action on claim against administrator 
to be brought after six months and be- 
fore one year after grant of administra- 
tion (formerly one year and two years, 
respectively) ; amends Sec. 557 to shortel 
time to appeal to 30 days, and Sec. 552 
to reduce to six months time for proving 
will in solemn form. 


NorRTH CAROLINA 


Ch. 855: Amends Sec. 28-170 to au- 
thorize clerk of court to fix commission 
of fiduciary where estate is $2,000 oF 
less, 


NortTH DAKOTA 


S.B. 87: Amends See, 30-1915 relat- 
ing to written bids of estate realty. 
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S.B. 186: Amends provisions relating 
to taxation of incomes of individuals and 
fiduciaries, 

H.B. 778: Amends Sec. 65-0527 re- 
lating to payment without probate pro- 
ceedings of sums due estate of deceased 
Workmen’s Compensation claimant. 


OREGON 


Ch. 62: Requires mailing of special 
notice to State Public Welfare Commis- 
sion prior to hearing and settlement of 
final account in estate where Commission 
has filed claim which has not been paid 
or settled. 


Ch. 75: Revises penalty for failure to 
make and file gift tax return within time 
prescribed by law, from flat 25% of 
amount of tax to 5% of tax for each 
month or part of month after time of 
fling, with maximum penalty of 25% 
of tax. 


Ch. 91: Defines “common trust fund” 
to mean any fund maintained by bank or 
trust company exclusively for collective 
investment and reinvestment of moneys 
contributed thereto by such bank or 
trust company as fiduciary. 


Ch. 285: Requires donor to make a re- 
turn reporting transfer by gift under 
certain circumstances even though gift 
is not subject to tax, and establishes pen- 
alties for failure to report information 
required by this section. 


Ch. 573: Establishes procedure for 
compromise and arbitration of disputes 
between states as to domicile of decedent 
for death tax purposes, where each state 
has reciprocal or similar statute. 


Ch. 640: Adopts Uniform Gifts to 
Minors Act. 
SouTH CAROLINA 
Act 226: Amends §67.58 to permit 


investment in bonds, notes, debentures 
or obligations of any corporation domi- 
tiled in any state provided that issuing 
corporation shall have unbroken record 
of cash dividends paid annually during 
10 years preceding date of purchase; and 
by stating requirements for investments 
in real estate mortgages whether taken 
by fiduciary from mortgagor or acquired 
from holder. 


Act 225: Provides for nominee regis- 
tation of securities held by banks and 
trust companies acting as fiduciaries. 


SoutH DAKOTA 


Ch. 236: Amends Sec. 35.2014 to pro- 
vide that where real property is allotted 
to any person under U.S. statutes, guar- 
dian may sell interest of his ward in 
said property without order of county 
court when deed conveying the property 
has been approved by Department of the 
Interior, and further that court may dis- 
pense with bond where proceeds are de- 
posited with Department, and further 
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provides for method of making guar- 
dian’s report. 


Ch. 486: Amends Sec. 57.2101(8) to 
provide that when property is held in 
joint tenancy by husband and wife, upon 
death of one, accrual of right to whole 
property shall be deemed transfer of one- 
half value of whole property for in- 
heritance tax purposes; however, where 
joint tenancy is in persons other than 
husband and wife, accrual of such right 
shall be deemed taxable transfer as 
though whole property belonged to de- 
ceased joint tenant except such part as 
may be proved originally to have be- 
longed to survivor and never to de- 
ceased. 

Ch. 437: Amends Sec. 57.2309 to pro- 
vide that no administrator, executor, or 
other person shall transfer capital stock 
in corporation standing in name of resi- 
dent decedent or in trust for resident de- 
cedent, without consent of Department 
of Revenue, nor shall any corporation 
transfer shares standing in name of 
resident decedent without such consent, 
and further that where there are no pro- 
bate proceedings or judicial determina- 
tion of inheritance tax, personal repre- 
sentative of decedent shall apply to De- 
partment to have tax determined, with 
right of appeal. 

Ch. 488: Amends Sec. 57.2315 to pro- 
vide that no one holding assets of de- 
cedent shall deliver same to executor, 
administrator, or legal representative 
without giving county treasurer 10 days 
notice of time and place of transfer; 
failure to serve notice shall render party 
liable for inheritance tax due upon as- 
sets. Treasurer shall make itemized list 
and forward to Division of Taxation; 
treasurer may prevent transfer for pe- 
riod not exceeding 10 days by serving 
notice. 


TEXAS 


H.B. 316: Provides that wife may 
have full control over life insurance or 
annuity contract unless husband notifies 
company that this new section (Art. 
4619, Sec. 6) is not to apply to any 
future transaction. 

S.B. 140: Amends Sec. 348(a) relat- 
ing to terms upon which personal repre- 
sentative may sell real estate on credit. 


S.B. 148: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 

S.B. 169: Rewords Sec. 407 relating 


to issuance of citation upon filing of 
final account of personal representative 
of decedents or wards. 

S.B. 189: Makes substantial changes 
in Sec. 390 relating to purchase of life 
insurance and annuities by guardians. 


WASHINGTON 


Ch. 46: Establishes procedure for 
compromise and arbitration of disputes 
between States as to domicile of decedent 
for death tax purposes, where each State 


involved has reciprocal or similar stat- 
ute. 


Ch. 58: Repeals R.C.W. 11.56.190 and 
11.56.200, which provided that whenever 
decedent’s interest in contract for pur- 
chase of land was sold, such sale would 
not be confirmed by court until pur- 
chaser had executed bond to executor or 
administrator in double amount of pay- 
ments subsequently due. 


Ch. 296: Provides that interest on un- 
paid inheritance tax shall not be charge- 
able during period when amount of 
tax is subject to arbitration under Ch. 
46 of Laws of 1959 (supra); maximum 
period within which interest shall be 
tolled in all cases is fixed at three years 
from expiration of fifteen months’ period 
after death. 


WEST VIRGINIA 


S.B. 139: Adopts Uniform Act on In- 
terstate Arbitration of Death Taxes. 

S.B. 262: Adopts Uniform Act on In- 
terstate Compromise of Death Taxes. 

H.B. 29: Amends Michie Sec. 852, ex- 
tending from 11 to 13 months after death 
time within which 3% discount on in- 
heritance and transfer taxes is allowed, 
and from 12 to 14 months time to begin 
bearing interest at 10%. 

H.B. 325: Allows refund to estate 
of deceased judges difference in amount 
paid into retirement fund and amount of 
retirement benefits paid to judge. 
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RUSSELL BARCLAY KINGMAN, Chairman 
of Metal Textile Corporation and former 
President of United States Lawn Tennis 
Association and International Lawn Ten- 
nis Association, left the bulk of his es- 
tate in two separate trusts for his wife’s 
benefit. One trust, termed the “marital 
share,” is to be of a value necessary to 
utilize the maximum benefits of the 
marital deduction under the Federal es- 
tate tax laws. The entire net income 
from this trust, and so much of the 
principal as the trustees deem needful, 
is to be paid to the widow during her 
life and the remaining principal is to 
be appointed as she shall direct in her 
will. The residuary estate is to com- 
prise the second trust for the widow’s 
benefit, income thereof to be paid to her 
quarterly during her lifetime and upon 
her death the entire corpus to be paid 
over to the testator’s then living issue 
per stirpes. Bequests include a gift to 
Newark Museum of ancient musical in- 
struments from the testator’s collection, 
$15,000 to such eleemosynary institutions 
as his son shall select, and pecuniary 
legacies to the testator’s son and daugh- 
ter, his grandchildren and other named 
relatives. 


The Hanover Bank of New York is 
named co-executor with the testator’s 
son and widow, and co-trustee with the 
son. 

ELIOT WADSWORTH, Assistant Secre- 
tary of the Treasury under President 
Harding, bequeathed tangible property 
to his daughter and two small legacies 
to charity. The rest of his modest testa- 
mentary estate was poured over to a 
trust established during his lifetime. Old 
Colony Trust Co. of Boston and a son 
were named executors. 


AAA 
IN MEMORIAM 


STEWART S. BRUSH, vice president and 
trust officer, RiversIDE (N. J.) TRUST 
Co. 

PuHILip H. FAULKNER, vice president 
and trust officer, KEENE (N. H.) Na- 
TIONAL BANK. 

EARL W. RIESBERG, assistant trust of- 
ficer, NORTHWESTERN NATIONAL BANK, 
Minneapolis. 

GARY Y. VANDEVER, former vice chair- 
man of National Retail Dry Goods Assn., 
and president of Vandevers department 
store: First National Bank & Trust Co.., 
Tulsa, co-executor. 
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INVESTMENT COMPANY NOTR; 
(Continued from page 693) 


as a “yes”) numbered 257, representiyy 
94.5% of the assets of all U. S. comp, 
nies. Of these, 210 or 81.7% answered 
“no”; only 26 or 10.1% answered “‘yes’ 
On the basis of assets, those answerip 
“no” represented 69.9% and those a 
swering in the affirmative accounted fy 
19.2%, Prudential representing 14.5’ 
of the latter. 


Fipuctary HoLpINGs oF 
M.LT. Noten 


The fiduciary character of the secui. 
ties in the portfolio of Massachusetts I). 
vestors Trust was noted by Edward | 
Hale in a recent issue of Vance Sander’ 
“Brevits.” Referring to the survey ¢ 
common trust funds appearing in th 
April issue of this magazine, Mr. Hak 
calculates that 95 per cent of the issue 
held by M.I.T., representing 99 percent 
of total assets, are owned by one or mor 
of the common trust funds covered. 
Thirty-one of the fifty most popular com 
mon trust fund stock holdings are alsi 


in the M.I.T. portfolio. 


“Brevits” emphasizes that the increas 
ing interest in both the common trus 
fund and the investment company bear 
witness to the soundness of the idea 
group investing and concludes with this 
observation: “Both perform a very us 
ful economic function and are comple 
mentary to each other, depending upo 
the needs and circumstances of the indi: 
vidual investors.” 


PREFERREDS 5% OF FUND PorTFOLIOS 


Preferred stocks valued at almos 
$600 million are held in the portfolio: 
of U. S. investment companies, accoré: 
ing to a recent survey of the National 
Association of Investment Companies 
This represents approximately 5% 4 
total industry assets. Ninety-nine invest 
ment companies hold 624 preferred is 
sues of 424 corporations based on tht 
latest financial reports of the 179 men 
bers of the trade association. 


The top ten holdings are listed in the 
accompanying table. 


No. 
Holding 

El Paso Natural Gas ___.... . 382 
Tennessee Gas Transmission 24 
Texas Eastern Transmission - 24 
Pacific Gas & Electric 28 
Transcontinental Gas P. L.._21 
Pacific Lighting -_________________-- . = 
Rl a eee a _f 
Kaiser Alum. & Chem. __..-- 18 
Pacific Power & Light _.__-_ 16 
Celanese Corp. of Amer. 15 
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ESTATE TAX 








Undivided interests in real estate dis- 
counted in arriving at value. At time of 
death, decedent owned undivided one-half 
interest in certain real estate. In valu- 
ing interest for estate tax purposes, ex- 
ecutor reported one-half of total ap- 
praised value and discounted this amount 
by fifteen per cent. Commissioner de- 
termined value to be one-half of total. 


HELD: For estate. Testimony ad- 
duced before Court showed that it was 
customary to discount value of frac- 
tional interests in real estate between 
fifteen and fifty per cent. Since pre- 
sumption of one-half of total value had 
been overcome by competent evidence, 
property was properly discounted to ar- 
rive at estate tax value. C. F. Tishman, 
Err. v. U. S., D. C. E. D. Va., Apr. 24, 
1959. 
























































































































































Widow’s allowance qualifies for marital 
deduction under state law. Decedent’s 
widow was granted $25,000 allowance 
pursuant to Illinois Probate Act. Act 
provides for support of surviving spouse 
for nine months. Award was allowed by 
appraisers and was subject to review 
by court. Executor paid amount in three 
equal installments. Commissioner disal- 
lowed marital deduction on ground that 
it was terminable interest. 


HELD: For estate. Under Illinois law, 
award does not terminate upon death 
or remarriage. Fact that award was al- 
lowed by appraisers, subject to review 
by court, instead of being allowed by 
court in first instance, is merely pro- 
cedural and does not make interest ter- 
minable. Interest is vested and qualifies 
for marital deduction. L. L. Molner, et 
al., Exrs. v. U. S.. D. C. N. D. Ill, May 
22, 1959, 

































































































































Life estate with power to invade corpus 
does not qualify for marital deduction. 
Surviving spouse received legal life es- 
tate in husband’s residual property; ad- 
ditionally, she was given power to in- 
vale and use, in her sole discretion, 
Principal not only for necessities, but 
generally for her comfort, happiness and 
Well-being. Estate claimed marital de- 
duction for value of interest on ground 
that right given wife constituted un- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


limited power to invade corpus. Commis- 
sioner contended that wife’s power must 
include power to appoint unconsumed 
principal to herself or direct to whom 
it should go, in order for interest to 
qualify. 

HELD: For Commissioner. Wife did 
not possess power to appoint entire in- 
terest in residuary estate in “all events” 
to herself or her estate. Court found that 
decedent’s intent was to provide for his 
children as well as his wife, as indi- 
cated by his repeated references to “life 
use” in will. Since widow’s power to in- 
vade principal was not unlimited, but 
restricted to use, and since she possessed 
no power to appoint to herself or her 
estate, interest does not qualify for 
marital deduction. Est. of R. G. May v. 
Comm., 32 T.C. No. 38, May 26, 1959. 


Gratuity Fund death benefits includ- 
ible in gross estate. Descendtnt had been 
member of unincorporated association en- 
gaged in operation of security exchange. 
Association had established Gratuity 
Fund exclusively for purpose of provid- 
ing death benefits to members. At time 
of admission to association, each mem- 
ber was required to make payment of 
stated amount to Gratuity Fund, and 
likewise was required to make payment 
of stated amount upon death of member. 
For federal income tax purposes, Fund 
was treated as mutual insurance com- 
pany. Decedent died in July, 1954. Com- 
missioner included in decedent’s gross 
estate amount paid to his beneficiaries 
from Fund. 

HELD: For Commissioner, Payments 
to Fund were equivalent to premiums 
paid on insurance on decedent’s life. 
Since insurance was purchased with 
premiums, or other consideration fur- 
nished by decedent, payments made are 
includible in his gross estate as insur- 
ance upon his life under 1939 Code. Est. 
of C. L. Mayer, et al. v. Comm., 32 T.C. 
No. 47, May 29, 1959. 


INCOME TAX 


Income of life insurance trust held tax- 
able to grantor-beneficiary. Taxpayer 
and husband created trust to which hus- 
band assigned policies of insurance on 
his life and taxpayer transferred shares 
of stock. Income from stock was to be 








used to pay premiums on policies, and 
excess was to be added to corpus, Upon 
death of husband, trustees were di- 
rected to use proceeds to pay taxpayer 
$800 per month during her lifetime. Com- 
missioner charged grantor-wife with en- 
tire income of trust. 

HELD: For Commissioner. Although 
taxpayer had to survive husband to re- 
ceive distributions from accumulated 
trust income, such income was being 
held for future distribution to her. 
Where income without consent of ad- 
verse party may be held or accumulated 
for future .distribution to grantor of 
trust, grantor is treated as owner of 
trust and chargeable with income there- 
from. Est. of E. H. Wadewitz, et al. v. 
Comm., 32 T.C. No. 48, May 29, 1959. 


Income must be “permanently set 





WILL PAY CASH 
FOR YOUR GOLD COINS 


x ¥. 





we will pay the following prices .. 























$20 GOLD $36.50 each 
$10 GOLD __. $18.00 each 
$ 5 GOLD $ 9.00 each 
$ 3 GOLD $25.00 each 
$ 2.50 GOLD $ 6.00 each 
$ 1 GOLD $ 7.50 each 
We are also seeking the following: 
$50 GOLD $400.00 each 
$ 4 GOLD $500.00 each 
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no mounted or mutilated coins 
send coins direct to... 





123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
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Insurance Companies 















723 








aside” for charitable purposes to qualify 
for deduction. Decedent was residuary 
legatee of wife’s estate. During period of 
administration, estate had gross income 
of $245,000 for first fiscal year. De- 
cedent died before end of this period, 
and he left his entire residuary estate, 
including property which he had re- 
ceived under his wife’s will, and income 
therefrom, to two charitable corpora- 
tions, Fiduciary claimed income earned 
was non-taxable since it was “perma- 
nently set aside” for charitable purposes. 


HELD: For Commissioner. As to in- 
come in question, there was no direction 
in decedent’s wife’s will that it be given 
to charities. Property was given to hus- 
band. His disposition of it was not pur- 
suant to terms of wife’s will. Contribu- 
tions did not constitute income tax de- 
ductions. L. F. Marquis, Exr. v. U. S., 
Ct. Cls., June 3, 1959. 


Ignorance no excuse for fiduciary’s 
failure to file return. Fiduciary of testa- 
mentary trust failed to file return due 
to mistaken belief that none was re- 
quired because of lack of income. Evi- 
dence did not show that reliance on 
counsel was reason for non-filing. Com- 
missioner asserted penalty against trust. 

HELD: For Commissioner. Mere mis- 
taken belief that no return is required 
because of lack of income is not reason- 
able cause for failure to file. Ignorance 
of law is no excuse, G. Herman, et al., 
Exrs. v. Comm., 32 T.C. No. 44, May 
29, 1959. 


Basis of stock acquired from irrevoc- 
able trust. Grantor transferred proper- 
ty in trust to pay income to his sisters 
for life, and remainders over to his 
nieces. Should nieces die without issue 
surviving before either reached age 25, 


corpus was to revert to grantor. Grantor 
reserved no power to direct payment of 
income or disposition of corpus. Grantor 
died first. Nieces later sold property and 
used as their basis fair market value 
of stock at time of grantor’s death. Com- 
missioner held that cost in hands of 
grantor-donor was proper basis. 

HELD: For Commissioner. Nieces took 
reversionary interest under trust instru- 
ment and did not acquire such interest 
when grantor’s possibility of reversion 
was extinguished by death. Since nieces 
received interest from trust and not by 
acquiring reversionary interest from 
grantor’s estate, their basis is same as 
basis to grantor. Bacciocco, et al, v. 
U. S., D. C. S. D. Ohio, May 21, 1959. 


Dissatisfaction among employees valid 
reason for terminating pension plan. Cor- 
poration established employees’ pension 
plan. Due to dissatisfaction with plan 
among employees, for whose benefit plan 
had been undertaken, corporation ter- 
minated plan. Plan had been in operation 
for less than year. Commissioner disal- 
lowed deduction for contribution made 
to plan during its first year of existence. 

HELD: For taxpayer. Contribution is 
allowable tax deduction. Termination was 
due to valid business reason. Trust was 
bona fide during its brief existence. Lack 
of achievement of plan’s basic objectives 
was valid reason for termination. A. 
Adler v. Comm., T.C. Memo, 1959-115, 
May 29, 1959. 


REVENUE RULINGS 


Estate Tax: Alternate valuation of 
jointly owned property. Decedent and 
wife owned certain securities as joint 
tenants. Property was included in de- 
cedent’s estate for federal estate tax 
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purposes. During year following death, 
surviving spouse created revocable trug 
into which she placed securities. Ques. 
tion is raised whether valuation date g 
securities for alternate valuation pw. 
poses is value on date revocable truy 
was created or date one year after de 
cedent’s death. 

Service rules that transfer of property 
which is subject to unrestricted powe 
of disposition retained by transferor } 
not “disposition” for purposes of alte. 
nate valuation rule. Since transferor ha 
not relinquished any authority or powe 
of ownership over property, jointly helj 
property is to be valued as of date on 
year after decedent’s death. Rev. Rul, 
59-213, I.R.B. 1959-24, p. 16. 


Income Tax: Valuation of life insu. 
ance contract for determining capit: 
gain. Corporation purchased insurane 
policy on life of one of its employees, 
Corporation paid premiums and _ wa; 
beneficiary of policy. Policy, on which 
future premiums were still payable, wa; 
later sold to employee for cash surrender 
value of policy at date of sale. 

Service rules that value for deter. 
mining capital gain is interpolated ter. 
minal reserve value at date of sale, plus 
proportionate part of any premium paid 
by employer prior to date of sale which 
is applicable to period subsequent to date 
of sale. Rev. Rul. 59-195, I.R.B. 1959-23, 
p. 8. 


Income Tax: Stock option plan may 
provide different prices to different en- 
ployees. Corporation stock option plan 
provides that option price to one of its 
employees, who, directly or indirectly, 
owns more than 10 per cent of its stock, 
will be 110 per cent of fair market value 
of stock at time option is granted. Price 
to all other participating employees, 
owning less than 10 per cent of con- 
pany’s stock, will be 100 per cent of fair 
market value of stock as of date of 
granting of option. 

Service rules that individual option: 
will qualify as restricted stock options, 
provided they otherwise qualify under 
section 421 of 1954 Code. Restricted stock 
options may be granted to employees 01 
individual basis in any manner corpora: 
tion desires. Rev. Rul. 59-198, I.R.B 
1959-23, p. 14. 


A A A 


CLOSES 12 MILLION IN NEW TRUST 
BUSINESS 

First prize in Kennedy Sinclaire’ 
Twelfth Trust Sales and Estate Plar- 
ning Seminar Sales Contest was won by 
Fichard E. Loughborough, trust officer, 
Fulton National Bank, Atlanta, Georgia. 
J. K. Sinclaire, chairman of the firm, 
revealed that Mr. Loughborough topped 
19 other registrants for the six-month 
contest period with a total of 35 cases 
valued at $12,342,000. 
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AcCOUNTING — Internal — Method 
Used by Trustee in Handling Sale 
of “Rights” Complied With Statu- 
tory Requirements 


Massachusetts—Supreme Judicial Court 
Hutchinson v. King, 1959 Mass. 613. 


A guardian ad litem objected to the 
allowance of three trustees’ accounts, 
not because of any substantial error in 
the accounts, but solely on a question of 
form in the way “rights” were handled. 
When rights were sold the amount re- 
cived was noted in Schedule A. Then 
in Schedule C the increase in principal 
cash due to the sale of the rights was 
offset by a corresponding decrease in the 
book value of the securities. No notation 
was made in Schedule A of any gain or 
in Schedule B of any charge or loss. If 
the rights were used to subscribe for 
new stock, a notation was made in 
Schedule B of their use and the amount 
of cash expenditure involved in the sub- 
scription. 

The guardian ad litem, relying on 
G.L. 206.82, contended that the trustees 
should have listed the rights as an addi- 
tion to principal in Schedule A at zero 
and if they were subsequently sold, they 
would be reportable in Schedule A as a 
gain (the difference between the sale 
price and zero), leaving the original 
shares listed in Schedule C unchanged in 
value, 

HELD: The accounts should be al- 
lowed. G.L. 206, §2, provides the mini- 
mum requirements for accounting, but 
if a trustee desires a more complicated 
method of accounting, the statute does 
not forbid it. Doubtless the method sug- 
gested by the guardian ad litem would 
be a sufficient compliance with the 
Statute, but it is less accurate than that 
employed by the trustees because it 
does not reflect the diminuation in value 
of the securities caused by the issuing of 
rights. 


ADEMPTION — Devise Not Adeemed 
By Sale and Taking Back Trust 
Deed 


California—District Court of Appeal 
Estate of Hale, 170 A.C.A. 381 (May 13, 
1959), 
Hale left certain real property to his 
‘ister for life and other real property 
to his wife for life, or until remarriage. 
He devised both parcels to his son, sub- 
Jee. to the life estates. Later he sold the 
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property, receiving back a note and trust 
deed. 

HELD: The property, subject to the 
encumbrance, passed by the will. Under 
Section 78 of the Probate Code, the devise 
was not adeemed, the testator’s interest 
in the property having been only altered 
and not wholly divested. 


CLaims — Obligation in Divorce De- 
cree to Support Child Survives 
Father’s Death 


Florida—District Court of Appeals, 2nd District 
Simpson v. Simpson, 108 So. 2d 632. 


HELD: Payment of a monthly allow- 
ance for the support of a minor child 
agreed to by the father and incorporated 
into the final decree of divorce survives 
the death of the father. Previously, it 
had been held that a father is under no 
legal responsibility to provide for the 
support of his minor children subse- 
quent to his death. However, here the 
obligation was contractual and fixed for 
a definite period. The case is one of 
first impression in Florida. 


CHARITABLE TRUSTS — Choice of 
Theories Upon Which Trust May 
Be Sustained 


Maryland—Court of Appeals 

Loats Female Orphans Asylum of Frederick 

City v. Essom, 150 A. 2d 742. 

Testator, who died in 1879, devised and 
bequeathed certain real and personal 
property to his niece until her death or 
marriage, whichever event should sooner 
occur, at which time the property was 
to pass under one of three alternative 
provisions: (1) First, to a corporation 
to be formed after the testator’s death 


to establish a proper asylum for desti- 
tute and deserving female orphan chil- 
dren so that they might be “saved from 
want and protected from the snares of 
vice ...;” or (2) if any legal impedi- 
ment should prevent the estate from 
passing under the first alternative, then 
the property was left to trustees to man- 
age the same from year to year until 
the asylum be incorporated for the pur- 
poses above enumerated within a period 
of twenty years after the testator’s 
death; or (3) if for any reason, the gift 
to the asylum should fail under the first 
alternative, or if for any reason the 
property should not pass from the trus- 
tees to the asylum under the second al- 
ternative, then the property was devised 
and bequeathed to the testator’s brother 
or his surviving children and descend- 
ants. 

Two years after the testator’s death 
the niece married, and two weeks later 
the asylum was incorporated for the cor- 
porate objects specified in the will. Two 
years later the trustees named in the 
second alternative disposition conveyed 
the real estate to the asylum, and it con- 
tinued to operate strictly in accordance 
with the testator’s wishes for some fifty 
years thereafter. Because of a shortage 
of “orphans” it then began to admit 
girls from “broken homes” who were not 
orphans. By 1955 it became apparent 
that the continued operation of the asy- 
lum was impractical because of the pre- 
vailing use of foster homes instead of 
institutions for orphaned or homeless 
children. 

The asylum was closed in 1956, and the 
present suit was brought to facilitate a 
sale of its property. It was announced 
that the proceeds would be used to help 
destitute female children. The lower 
court held that the devise to the orphan 
asylum was void and that the estate 
passed to the testator’s heirs-at-law. The 
asylum appealed. 

HELD: Reversed. Since the statute of 
43 Elizabeth relating to charitable uses 
was not in effect in Maryland until 1931, 
the devise to the charity in 1879 under 
the first alternative provision was void. 
Moreover, it has been well settled in 
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Maryland prior to 1888 a devise of a 
present interest to a trustee to form a 
corporation is invalid. However, this 
gift can be saved as an executory devise 
taking effect upon the happening of a 
future contingency, in this case the mar- 
riage or death of the testator’s niece. The 
title devolves conditionally upon the heirs 
until the objects of the condition come 
into being. The fact that the parties 
have heretofore assumed that the asylum 
acquired title not in this manner, but 
through the trustees named in the sec- 
ond alternative disposition in the will, is 
immaterial. 

Gifts for charitable purposes should 
be sustained by a liberal construction 
where the testator manifestly intended 
to avoid an intestacy and where the 
general objects of a gift can be satis- 
fied, notwithstanding a change in cir- 
cumstances. Without resort to the cy 
pres doctrine, which was not adopted by 
statute in this State until much later, 
the same result can be obtained by a 
liberal construction of the _ testator’s 
wishes as set out in his will. Here, the 
asylum has avowed its obligation to 
carry out the purposes of the will, so 
far as practicable, and the courts should 
not defeat this result by implying a re- 
sulting trust in favor of the heirs. 


CHARITABLE TRUSTS — Failure of 
Trustee to Qualify Not Fatal to 
Trust 


Tennessee—Supreme Court 

Carson v. Nashville Bank & Trust Co., 321 

S.W. 2d 798. 

Testatrix left her residuary estate to 
a named individual, to be used by him 
“for the education of any child or chil- 
dren whom he deems worthy of as- 
sistance.” The named individual never 
qualified as trustee, and subsequently 
died. Later the Probate Court appointed 
a trustee who administered the trust for 
some twenty years before the present 
litigation was instituted. In the present 
proceeding, however, heirs of the testa- 
trix insisted that the trust failed be- 
cause it was a personal trust and no 
one could execute it except the named 
individual. The Chancellor dismissed the 
suit. 








“T see personnel’s getting sloppy 
with the hiring again!” 





HELD: Affirmed. A charitable trust 
never fails for want of a trustee, and 
the courts have authority to appoint a 
successor trustee when the trust is 
definite and fixed. In previous proceed- 
ings to construe this will, the Tennessee 
Supreme Court had held that the testa- 
trix had a definite and fixed trust in 
mind, and that the execution of the 
trust was not left solely to the discre- 
tion of the trustee. 


Costs — Estate Not Liable for Serv- 
ices of Attorney for Beneficiary 
When Services Do Not Benefit Es- 
tate 


Tennessee—Supreme Court 
Nicholas v. Estate of Wright, 322 S.W. 2d 223. 


Petitioner was one of the beneficiaries 
of the estate of a decedent for whom he 
had been appointed guardian. After the 
death of decedent, representatives of the 
estate made a claim against the peti- 
tioner for a large sum alleged to be due 
to the estate by the petitioner. Extensive 
legal services were necessary in her be- 
half in the successful resistance of this 
claim. Petitioner contended that the es- 
tate should be liable for her attorneys’ 
fees. The lower court denied the claim. 

HELD: Affirmed. The services were 
rendered to the beneficiary in her indi- 
vidual capacity. The estate itself re- 
ceived no benefit from the legal services, 
which in fact were rendered in defeating 
a claim made by the estate. . 
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DISTRIBUTION — Additional Share; 
on Stock Split Belong to Legatee 


Florida—Distrit Court of Appeals, Ist District 
In re Estate of Parker, 110 So. 2d 4¢8, 


Testator and his wife were marriej 
late in life, each having children by 
previous marriages. Before executing hi; 
will, testator made certain gifts of 
property to his wife. At the time hp 
made his will, he owned 255 shares of 
the common stock of United States Steg 
Corporation. He bequeathed 155 share 
or approximately 61% thereof, to his 
three daughters which, except for name, 
addresses and amounts, read as follows: 
“TI give and bequeath to my daughte 

. Shares of United States Steel con. 
mon stock to-be hers absolutely.” The 
remaining 100 shares were bequeathed 
to his wife as residuary legatee. 

Approximately two years before hi 
death, United States Steel stock wa; 
split two for one and the testator re 
ceived an additional 255 shares. At the 
time of his death, his probate estate con. 
sisted solely of the 510 shares of Stee 
stock. The lower Court held that the 
bequest to the daughters was general 
as distinguished from specific in charac. 
ter and that they were entitled, there. 
fore, to receive only the number of 
shares designated in the will. This gave 
to the daughters approximately 30% of 
the testamentary estate instead of ap. 
proximately 61% which the will gave ti 
the daughters at the time it was ex 
ecuted. 

HELD: Reversed. A stock split-up is 
a mere change in form and not in sul 
stance and the additional shares so a- 
quired should pass under a bequest. df 
the original shares. The testator mus 
have known when he made the will that 
he was leaving his daughters approxi 
mately two-thirds of his estate and his 
wife one-third. To deny the daughters 
the benefit of the stock produced by the 
split would adeem their gift by 50% 
The Court reached this conclusion de 
spite a Supreme Court of Florida cast 
that held a gift of a specified number 
of shares of corporate stock to be 3 
general rather than a _ specific legacy 
for the purpose of determining whether 
the income belonged to the legatee or t( 
the estate during the period of admini 
stration, 


DISTRIBUTION — Adoption Statute 
Not Retroactive 


Mississippi—Supreme Court 
Gray v. Morgan, 110 So. 2d 346. 


P, adopted in 1922 under Mississippi’ 
old adoption law, claimed she was en 
titled to inherit from her adoptive 
mother’s sister, I. The adoption decree 
specifically set out that P was the adop- 
tive parent’s heir at law. P’s mother died 
testate in 1947, devising and bequeath- 
ing the majority of her property to I 
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(P’s father had predeceased P’s mother). 
I died intestate in 1959 and P claimed 
her estate. The next of kin of I through 
maternal ancestry, D, also claimed the 
estate. The lower court rendered a de- 
eree in favor of P. 


HELD: Reversed. The new adoption 
statute provides that the decree must 
spell out the inheritance rights of the 
adoptive child with the further stipula- 
tio that the act does not apply to any 
adoption proceeding prior to its effective 
date. The old statute was repealed, but 
its provisions govern in the disposition 
of all adoption proceedings filed prior to 
the effective date of the act. 

Under the old adoption law D would 
not have been entitled to inherit from 
I and the new law is not retroactive. 
Hence, D is entitled to I’s property. 



















FIDUCIARIES — Appointment of Non- 
resident Administrator to Gain Fed- 
eral Jurisdiction Not Subject to 
Collateral Attack 


United States—Court of Appeals, 3rd Circuit 
Corabi v. Auto Racing, Inc., 264 F. 2d 784. 









A minor aged twelve died as a result 
of injuries sustained when a wheel de- 
tached from a racing car struck him in 
the grandstand at a race course operated 
by defendant in Pennsylvania. His 
mother, a resident of Pennsylvania, was 
appointed administratrix of his estate. 
In order to institute an action for the 
death in the U. S. District Court, the 
mother resigned and the Register of 
Wills appointed a resident of Ohio as 
administrator d.b.n. who instituted suit 
in the District Court. Defendants filed a 
motion to dismiss on the ground that 
diversity of citizenship was simulated 
and collusive under Section 1359, Title 
28 U.S.C.A. The lower Court denied the 
petition and the defendant appealed. 


HELD: Affirmed. Although he may 
not be the real party in interest, the 
administrator d.b.n. has the capacity to 
maintain the suit, and had that capacity 
at the time suit was started. The decree 
appointing the administrator cannot be 
attacked collaterally, and the motives for 
such appointment are immaterial. 

























Reported by Pennsylvania Editor 






GUARDIANSHIP — Capacity of Pre- 
sumptive Heir of Ward to Main- 
tain Proceedings in Guardianship 






Minnesota—Supreme Court 
In re Estate of Williams, 95 N.W. 2d 91. 


Petitioner, a first cousin and alleged 
sole heir presumptive of Sterling Wil- 
liams, incompetent ward, petitioned the 
Probate court to vacate and set aside 
orders authorizing payments by the 
Suerdian of Sterling Williams, by the 
guardians of Mary Williams, incompe- 
tent ward, and by the administrator of 
the estate of Mary Williams, deceased, 
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of certain attorneys’ fees and admin- 
istrator’s and guardian’s commissions 
totalling $237,450. Sterling Williams was 
the son and is the sole heir of Mary 
Williams. 

The petition was denied and petitioner 
appealed to the district court. On a mo- 
tion for summary judgment against peti- 
tioner, it was argued that petitioner did 
not have a sufficient interest, within the 
meaning of the applicable statutes, in 
the guardianships of Sterling Williams 
and of Mary Williams and in the estate 
of Mary Williams to enable her to bring 
such proceedings in probate court, nor 
was she an aggrieved person, within the 
meaning of the statute governing ap- 
peals. On appeal from the order denying 
the motion for summary judgment, 

HELD: Affirmed. Although a living 
person has no heirs, petitioner, as first 
cousin, had a sufficient interest in the 
guardianship of Sterling Williams and, 
by virtue of such interest, petitioner 
also had a sufficient interest in the estate 
of Mary Williams because of the status 
of the ward as the decedent’s sole heir. 
Petitioner was entitled to appeal from 
the order of the probate court because 
she was properly before that court and 
the losing party as the result of that 
court’s adverse order. 


LIVING TRusTs — Reservation of In- 
come and Power to Revoke Does 
Not Make Trust Testamentary 


Pennsylvania—Supreme Court 
Mason Estate, 395 Pa. 485. 


In 1950 testator created an inter vivos 
trust with a corporate trustee, reserving 
the income for life, the right to revoke, 
and the right to control any sale or mort- 
gage of real estate. The trustee was 
given the duties of managing the corpus. 
After his death the income was to be 
paid to his wife, two daughters and his 
sister, and when his youngest child be- 
came 35, or in 1962, the trust was to 
terminate and principal be distributed to 
the income beneficiaries if living, if not 
to testator’s heirs. The corpus of the 
trust was real estate which was con- 


veyed to the trustee by duly recorded 
deeds, At one point, in order to mort- 
gage two of the properties, the trustee 
conveyed them to testator who made the 
mortgage and reconveyed the properties 
to the trustee. In 1956 and 1957, testa- 
tor assigned the income to creditors as 
collateral for a bank loan, although the 
deed contained the usual spendthrift pro- 
visions. In 1953 he made his will, giving 
certain real estate and his business con- 
ducted therein to his brother, one of his 
daughters and an employee in equal 
shares. The employee filed a_ petition 
asking that the deed of trust be set 
aside as testamentary as to him and 
creditors of testator. The petition was 
denied. 


HELD: Affirmed. A deed of trust made 
by a solvent settlor which creates a pres- 
ent interest in the beneficiaries and gives 
the trustee active duties is a valid inter 
vivos trust and is not testamentary in 
character, although settlor reserved to 
himself a life estate and power to re- 
voke. The fact that the interests of the 
remaindermen do not take effect in pos- 
session or enjoyment until settlor’s death 
does not make the trust testamentary. 


POWERS OF APPOINTMENT — Contin- 
gent Remainder Interest is Trans- 
missible and Passed Under Exer- 
cise of Power Given to Decedent’s 
Wife 

Massachusetts—Supreme Judicial Court 

Boston Safe Deposit & Trust Co. v. Alfred Uni- 

versity, 1959 Mass. 657. 

William Ames died in 1938, domiciled 
in Florida, By his will he gave the resi- 
due of his estate to Boston Safe Deposit 
& Trust Co. in trust to pay the increase 
to his wife for life, the remainder on 
her death as she might by will appoint. 
In default of appointment it was to go 
to the Worcester Polytechnic Institute. 
The will was probated in Florida and 
ancillary administration was taken out 
in Massachusetts. 

Mrs. Ames died in 1952, domiciled in 
Florida, leaving a will by which she 
specifically exercised her power of ap- 
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pointment and appointed all of the 
corpus of the trust to Alfred University. 

The question in this case arose as to 
an interest under the will of Thomas 
Prince, which created a trust to pay the 
income to his son Harold for life, and 
if he died without issue to divide the 
principal among six persons, one of 
whom was William Ames. Harold died 
in 1955, without issue. The share of 
Ames was paid to his ancillary admini- 
strator, who paid it to the trustee under 
the will of Ames. The trustee filed a 
petition for instructions. 


HELD: 1. It was proper for a Massa- 
chusetts court to give instructions as 
to the execution of the trust. The trustee 
is in Massachusetts and subject to the 
jurisdiction of a Massachusetts court. 

2. The equitable interest of Ames in 
the remainder of the Prince trust passed 
under his will. While it was contingent 
on Harold’s dying without issue, it was 
a transmissible interest. 

3. Florida law would determine what 
transmissible interest would pass under 
Ames’ will. There did not appear to be 
any Florida law which would prevent it 
from passing under an all inclusive 
residuary clause. The remainder interest 
existed when Ames made his will in 
1931, and on his death in 1938 became a 
part of the corpus of the trust. 

4. Mrs. Ames by her will effectively 
appointed the interest in question. She 
referred specifically to the power con- 
ferred by her husband’s will, and ap- 
pointed all of the corpus of the trust, 
of which the remainder interest was a 
part. 

5. While under a special power of ap- 
pointment, the appointed property is to 
be transferred directly to the appointee, 
under a general power, as in this case, 
subject to the claims of creditors, the 
property should be transferred to the 
ancillary executor or administrator in 
Massachusetts. 

6. The decree of the probate court in 
favor of Polytechnic should be reversed, 
and the trustee instructed that Alfred 
University is entitled to receive the trust 
property, subject to the claims of Mrs. 
Ames’ creditors, if any. 


REAL PROPERTY — Partnership Real- 
ty Passes as Personalty on Death 
of Partner 


Tennessee—Court of Appeals (Middle Section) 
Brown v. Brown, 320 S.W. 2d 721. 


Certain real estate was conveyed to a 
partnership, and upon the death of one 
of the partners intestate, proceedings 
were brought to determine whether the 
decedent’s interest in the property passed 
as realty or as personal property. The 
property involved was a farm, and it 
was not actually used in the partnership 
business, a general merchandise store. 
The Chancellor held that the property, 
since it was not needed or used in the 
partnership business, should pass as real 
estate to the heirs of the deceased part- 
ner. 

HELD: Reversed. Since the enactment 
of the Uniform Partnership Act, the rule 
of “out and out conversion” has been 
adopted, and partnership realty is 
treated as personal property for all 
purposes, insofar as the interests of the 
partners therein are concerned. The fact 
that the property was not actually used 
in the partnership business is not sig- 
nificant. 


TAXATION — Estate & Inheritance — 
Assets of Irrevocable Trust Includ- 
ed in Estate of Settlor Who Had 
Income Interest for Life 


Missouri—Supreme Court, Div.-No. 1 
In re Hutchins Estate, 323 S.W. 2d 796. 


The Inheritance Tax Law of Mis- 
souri was enacted in 1917. Section 570, 
R.S. Mo. 1929, a part of the Inheritance 
Tax Law, imposed the tax upon the 
transfer of property or any _ interest 
therein or income therefrom, in trust or 
otherwise, when “ ‘the transfer is made 
*** in contemplation of the death of 
grantor, vendor or donor, or intending 
to take effect in possession or enjoyment 
at or after death. ***’” (Court’s italics) 
In 1931 the General Assembly of Mis- 
souri added a clause to Section 570 as 
follows: “ ‘When the transfer is *** in 
trust or otherwise and the transferor has 
retained for his life or any period not 
ending before his death, (1) the pos- 
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session or enjoyment of or the incom 
from the property***.’” (Court’s italics), 

In this case the settlor executed a) 
irrevocable trust indenture on July 15 
1930, to pay the net income to herse} 
for life, and upon her death to pay por. 
tions of the corpus to named beneficiarje; 
and to retain other portions in trust anj 
pay the income to certain other benef. 
ciaries. When the settlor died in 1953 
the Inheritance Tax Appraiser assessej 
the assets of the trust estate as includ 
ible for the purpose of Inheritance Tay 
This decision was affirmed by the Probat 
Court, but upon appeal to the Circuit 
Court the decision was reversed. 


HELD: Reversed, with directions 4 
reinstate the Probate Court’s order ani 
the appraiser’s report, including th 
trust assets, for the purpose of the In. 
heritance Tax. Whatever interests wer 
transferred they were clearly intended ty 
come into enjoyment at or after th 
settlor’s death. One cannot be said to bh 
in the actual enjoyment of them as long 
as he has no right to the income or 
profits accruing therefrom. 


In view of the fact that other courts 
have uniformly considered statutes like 
the original Section 570 to be appli- 
cable to such a transfer eliminated any 
question of construction and any reason 
for application of principles involving 
the construction of ambiguous statutes 
The 1931 amendment could not have 
added to the original Section 570 in such 
a way as to affect the clear application 
of the original statute to this case. 


If the Legislature considered that tlhe 
original statute was ineffectual in its 
application to transfers such as involve 
in this case, it was wrong, and the courts 
are not bound by the Legislature’s er- 
roneous construction of a law. 


WILLs — Construction — Bequest o 
Personal Property Included In 
tangibles 


Mississippi—Supreme Court 
Gillis v. Caffery, 109 So. 2d 862. 


T’s will gave to his daughter P “the 
entire contents of my home 806 W. Beach 
and all other personal property of which 
I may die, possessed of to do with as 
she wishes — She may also occupy my 
home for one year after my death — It 
should then be sold and the proceeds 
after all expenses are paid, should b 
divided into thirds .. .” The lower cour! 
held that by the use of the wording 
“do with as she wishes,” T intended ? 
to take all personal property free of 
debts and costs of administration, and 
that T intended such items to be paid 
out of the proceeds of the sale of het 
residence property by the use of the 
words “after all expenses are paid.” The 
executor. D. appealed, agreeing that 
words “personal property” meant only 
tangible personal property. 


TRUSTS AND EstATES 


lish 
of | 
ter 
Scer 
of 
fits: 
of 
tor’ 


sho’ 
twe ) 
Was 
Sha 
chil 
dec. 


Jui 










wer 
ed ti 

the 
to be 
long 
e or 


ourts 
like 
ppli- 
any 
-aSOn 
lving 
‘utes, 
have 
such 
ation 


t the 
1 its 
olved 
purts 
$ el 


st of 
In- 


“the 
seach 
vhich 
h as 
y my 
ws | 
ceeds 
d be 
court 
rding 
ed P 
e of 
and 
paid 
* her 
* the 
’ The 
that 
only 





HELD: Affirmed. The term personal 
property” included everything the sub- 
ject of ownership not being land or any 
interest in land. T knew the meaning of 
the term, There was no formal residuary 
clause in the will and the law does not 
presume that T intended to die intestate 
as to a part of the estate. T owned no 
tangible personal property other than 
general personal effects but did own 
intangible personal property such as 
bonds which was not otherwise disposed 
of in the will. To hold otherwise might 
in effect defeat the entire bequest of P. 













WiLLs — Construction — Bequest of 
Stock Not Owned at Time of Will 
is Enforceable 







Tennessee—Supreme Court 
Sadow v. Solomon, 319 S.W. 2d 83. 






Testator disposed of “all stock owned 
by me at the time of my death” in certain 
corporations. At the date of execution 
the named corporations had not been 
organized, and he owned no stock there- 
in, At his death, however, the corpora- 
tions had been organized, and the testa- 
tor owned stock therein. The Chancellor 
held that the will should be construed 
as of the date of death, and the pro- 
vision with reference to the stock should 
be enforced according to its terms. 

HELD: Affirmed. While a _ testator 
cannot dispose of property which he does 
not own at the time of his death, there 
is not reason why he cannot dispose of 
property which he does not own at the 
date of execution of the will but does 
own at the time of his death. By statute 
a will is to be construed as if it had 
been executed immediately before the 
death of the testator, and shall convey 
all property belonging to him at the 
time of his death, unless a contrary in- 
tention clearly appears. The language 
used by the testator is free from am- 
biguity, and the bequest should be given 
effect according to the terms of the will. 






























WILLs — Construction — Class of 
Trust Income Beneficiaries Closed 
at End of Measuring Life 


Maryland—Court of Appeals 


Crouch v. Mercantile-Safe Deposit & Trust Co., 
151 A. 2d 757. 





















A testator who died in 1892 estab- 
lished a trust to last until the death 
of his last surviving child and thereaf- 
ter until all the testator’s then living de- 
seendants “shall if minors attain the age 
of twenty-one years or die whichever 
first oceur.” At termination, the corpus 
of the trust was payable to the testa- 
tor’s then living descendants per stirpes. 
Meanwhile, he directed that the income 
should be paid in equal shares to his 
two children, and thereafter the trustee 
Was directed “to pay over one part or 
share of said net income to the child or 
children and descendants of such of my 
deceased child per stirpes and not per 
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capita” until termination of the trust. 
One of the testator’s children is still 
living. 

On the deaths of the other child of 
the testator and three of the latter’s 
children, their shares of the income had 
been paid without objection by any in- 
terested party to their respective chil- 
dren and descendants. In 1958, however, 
a great-grandchild of the testator died 
testate but without issue, and the ques- 
tion was raised whether he had a vested 
interest in the income which could pass 
under his will or whether it passed by 
cross-remainder to his first cousins. The 
Chancellor held his interest to be vested 
and first cousins appealed. 


HELD: Affirmed. Testator disposed of 
the income of the estate for the benefit 
of his children and those who would take 
at the children’s deaths, but the will 
contains no substitutional gift disposing 
of the income beyond that point. At the 
death of the testator’s child, the class of 
beneficiaries entitled to his share of the 
income closed, and those beneficiaries 
acquired fully vested interests which 
were descendable and devisable. It is im- 
material that this construction causes an 
estate per autre vie, with the income 
being payable to one class of benefi- 
ciaries and the principal ultimately to 
another. 

The previous substitution of great- 
grandchildren as income beneficiaries 
when the testator’s grandchildren died 
does not affect the issue now before the 
Court, since all parties agreed on this 
procedure, and this issue has never here- 
tofore been tested in adversary proceed- 
ings. In any event, the prior construc- 
tion placed on the will by the parties 
cannot control the construction to be 
placed thereon by the Courts. 


WILLs — Construction — Devise to 
Unmarried Daughter and Her De- 
scendants Created Life Estate 


Nebraska—Supreme Court 
Ellingrod v. Trombla, 95 N.W. 2d 635. 


Will devised land “to my daughter, 
Polly, and her descendants.” The daugh- 


ter was unmarried at the time of death 
of testator, but later married and at 
the time of trial had two children. The 
daughter contracted to sell the land, but 
the title was rejected as not merchant- 
able. 


HELD: In 1941, Nebraska adopted the 
Uniform Property Act, prohibiting es- 
tates in fee tail and fee simple condi- 
tional as they existed prior to the 
“Statute de Donis.” Except for Section 
76-118, R. S., 1948, the estate would 
have been converted into a fee simple 
estate. By virtue of the Uniform Proper- 
ty Act the devise created a life estate 
in the daughter and remainder in her 
descendants. (This conflicts with Restate- 
ment of Property, Section 283). The 
statute applies whether or not children 
or issue were in being at death of testa- 
tor. 


WILLs — Construction —- Language 
Held to be Dispositive, Not Merely 
Precatory 


Maine—Supreme Judicial Court 
Jordan v. Jordan, 150 A. 2d 763. 


The plaintiffs, claiming to be preter- 
mitted heirs, sought to attack the ex- 
ecution of the will, and, alternatively, a 
construction ‘of the will. The will, which 
the testatrix had drafted herself without 
the benefit of counsel, had been duly ad- 
mitted to probate and an administrator, 
c.t.a. appointed and qualified. 

HELD: (1) Plaintiffs’ contention that 
the will was void because the wife of a 
beneficiary had been a witness was with- 
out merit. Under Maine statutory law 
the probate of a will is conclusive proof 
of its execution. Both parties had ad- 
mitted the prior probate of the will. 

(2) A preponderance of the evidence 
showed that the testamentary omission 
of the plaintiffs by the testatrix was in- 
tentional. 

(3) The language of the will — “I 
want ...,” “let what... furniture Nor- 
man wants,” and “let Philip have .. .” 
— was dispositive and not merely ex- 
pressive of the testatrix’s personal de- 
sires. She intended the instrument to 
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control the disposition of her property. 
The testatrix was without legal advice 
and her words were those of a layman 
and were to be construed liberally. 

(4) Though the words “I want the 
money from my share of Father’s farm 
deposited in the Maine Savings Bank 
for Henry .. .” created a valid and en- 
forceable trust, the further words “it 
can be used to build a house for him.. .” 
were only in the nature of a suggestion. 
The phrase was “an expression of de- 
sire which may or may not reach fulfill- 
ment and, by nature, ... precatory and 
not mandatory.” 


WILLs — Construction — Remainder 
Over After Death “Without Heir” 
Not Defeated by Adoption of Child 


Virginia—Supreme Court of Appeals 
Newsome v. Scott, 108 S.E. 2d 369. 


Testator left the residue of his estate 
to his daughter Violet “but if she should 
die without heir, then I want it to go 
to the children” of another daughter, 
Ruth “but to no others.” When he died 
Ruth was 31 and Violet 15 years old. No 
children were born to Violet but 32 years 
after her father’s death she and her 
husband adopted a child who was then 
20 years of age. Violet died intestate 
survived by her husband and their 
adopted son. 

The lower court decreed that (1) the 
words “without heir” as used by the 
testator did not include a child by adop- 
tion; (2) Violet took a defeasible fee 
which was terminated by her death with- 
out issue or heir of her body; (38) the 
children of Ruth took the gift over, a 
fee simple estate, as an executory de- 
vise, subject to the life estate of Violet’s 
husband by the curtesy. 

The adopted son appealed, invoking 
§ 63-358, Code 1950, in effect when Violet 
died, which declares that “for the pur- 
pose of descent and distribution, a legal- 
ly adopted child shall inherit . . . from 
and through the parents by adoption...” 


HELD: Affirmed. The primary ques- 
tion is not whether an adopted child 
inherits from collateral relatives of its 
adopting parents but whether or not by 
the language used testator intended that 
the phrase, “but if she should die with- 
out heir,” included an adopted child. It 
is conceded that testator did not mean 
heirs general for no one can die without 
an heir general while he has any col- 
lateral relative to succeed him. Likewise, 
the context of the will and use of the 
phrase “die without heir,” with a limita- 
tion over upon the happening of that 
contingency to grandchildren and “no 
others,” showed an intent to employ the 
words in the sense of “heir of the body” 
or “issue.” It is evident from his lan- 
guage that testator did not intend that 
the adoption of a child by Violet at any 
time, much less 32 years after his death, 
should operate to defeat the defeasibility 
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of her estate and thus exclude the chil- 
dren of Ruth as ultimate takers. 


When testator died, the children of 
Ruth then in being became seized of 
vested estates in a contingent limitation 
over after a defeasible fee. If some of 
the children were born after testator’s 
death (the record does not show) the 
interests that were vested in those in be- 
ing when testator died would open up 
and let in the after-born members of the 
class, 


Voilet’s husband was entitled to cur- 
tesy in the real estate in which his wife 
was seized of the defeasible fee, which 
is an estate of inheritance. The common 
law requirement that issue be born 
alive during coverture to entitle the hus- 
band to curtesy has been removed by 


Section 64-20. 
Staff Digest 


WILLs — Probate — Prosecution of 
Claim Does Not Violate “No Con- 
test” Clause of Will 


Florida—District Court of Appeals, 3rd District 
Kolb v. Levy, 110 So. 2d 25. 


Testatrix named her attorney and his 


law partner as executor and contingent 
executor, respectively, of her will. They 
acted as the two witnesses. The wil! was 
contested on the ground that they wer 
not “competent witnesses” within the 
meaning of Ohio Revised Code Section 
2107.03. The trial court directed a ver. 
dict upholding the will. 

HELD: Affirmed. Section 2107.03 dog 
not define “competent witnesses,” but 
Section 2317.01 Revised Code provides: 
“All persons are competent witnesses ex. 
cept those of unsound mind, and children, 
under ten years of age who appear ip. 
capable of receiving just impressions of 
the facts...” Section 2107.15 voids a de. 
vise or bequest to a witness, if the will 
cannot be proved except by his testimony, 
but further provides that “the witnes 
shall then be competent to testify to the 
execution of the will as if such devi 
or bequest had not been made.” The 
words “devise or bequest” do not encon.- 
pass compensation to an executor for 
his services to the estate. A person 
named as an executor or contingent ex. 
ecutor may therefore properly be a wit- 
ness to the will, this being the majority 
rule in the United States. 
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TRUSTS AND EstTATEs 
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Francis Walters, president, First National Bank of Mishawaka, Indiana, signing the agreement estab- 
lishing his bank’s pension plan, as John Eggert, vice president and cashier (standing) looks on. Repre- 
senting Manufacturers Trust at left Paul Tibbetts, assistant trust officer and Joe Snyder, assistant 
vice president. Joe Snyder has initiated pension plans for 42 banks in Indiana, Illinois and Iowa. 


Signing Another Declaration of Independence 


The picture above, taken in the office of our correspondent, The First 
National Bank of Mishawaka, Indiana—has a human as well as his- 
torical significance. It marks the 100th bank to join Manufacturers 
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the Retiverseny Sea, sity 


Trust Company’s Retirement Program for Correspondent Banks. | cic, OY Bonk’ 
\ “SESE Std Eran} 


eyees 


Every day, more and more bank officers and employees in every 
corner of America are participating in the Program—can look 
forward to the greater independence and security made possible by 
the foresight and cooperation of the managements of their banks. 


The Retirement Program for Correspondent Banks was created 
to bring to banks, of any size, all the important features and 
advantages found only in the most modern pension plans of large 
institutions. A booklet is available which describes the Program in 


; x : sae Fora copy of this booklet, write 
cetail, and gives precise facts about the low cost of a preliminary or phone Paul D. Tibbetts, 


study and report on which a sound pension plan can be based. aeaesaadeatnaa 
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Your client's future is in his briefcase! 


TO A LAWYER it’s more than a mere collection of 
notes. The Connecticut General man has also 
collected ideas and dreams from your client, as 
well as facts and figures. By first compiling 
them, then skillfully interpreting them, the 
CG man helps your client to realize the ure 
he looks forward to. 


In the report he brings you, he lists and evalu- 
ates each of your client’s assets in terms of that 
future. He’s done much of the essential ground- 
work, an important saving of your time! Now 


more rapidly you will be able to give your client 
the full benefit of your analysis and counsel. 
After this first visit, you will find yourself look- 
ing forward to seeing the CG man again. This 
is his goal...to prove his service so profitable 
to you and your elient, that his first visit will 
grow naturally into a lasting relationship. 
Connecticut General Life Insurance Company, 
Hartford 
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